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pffflfifff, ipi Itip 
t«0 Winn t*t Indaptvn^anm^ th« •••nsny was in « 
ii«i shapa with its aajar papttiatian livinfl in aaniitiana af 
aattia niaary, Pavarty was a ahirania aiaiMy, inasne par aapita 
uaa Xau, rata af ananplaynant uaa hi|h, aapital uaa aaaraa, 
hiinan aapltal uaa af paar quaXlty, teahnaXaiy uaa af lau lavaX, 
tmntillaei teaayraaa axiataif^ there uaa laak af aaanamla ar -
faniaatian, papyXatian irauth rata uaa vary hifh anri tha aaa-
naay hai nt) iniuatrial liaaa. CanaaquantXy, uhan planninf uaa 
intraiiuaarf there uaa great aria far rapid aaanamia trauth, 
Caanafflie riavaXapnant ia a praaaaa uith tha haXp af uhiah na-
tianaX inaaoie ineraaaaa at a rata faatar than papyXatian 
trautti* The tariat uaa net anXy ta inataaaa the natianaX 
inaaaa bat inaaiiia par eapita taa. Thia ia paasiiiXe anXy 
thvayfh aaapXimatitary frauth in aXX tha atratafia aaatafa af 
tha aaanaay, and tsaiia ia ana auah impartatft aeata*. Tha 
•aiti prakX'aii uaa hau ta attain the tarfattad rata af frauth 
thiaaih t»arfe, 'Tha parpaaa af thia atorfy ia ta axaaina tha 
»aln tiania in tha Inparta af India and hau te aahiava tha 
aaMaaaty fiauth rata in impart-aaatar uhiah uiXX aahar frauth 
iff tha athar aaatara af tha aaanaay taa, aa that tha entire 
eoatiaay ia pttahei Ap te the neeeeeary fteuth Xevef, Therefere, 
in thie et«dy, ue have examined the varie^a atrtatiraX tiada 
pmhlaiis, th« •hani«» in thm Minmaility Mii|it«lti»n ahrf rfi-
M«t i «na l paitarti, tHa n«aaaaary ahanta* s«quir«ii in tha 
tvada paliay «nii i i « inplvmntatianf ta ktlni aanirrfinatian 
ananf tha inpart-aeatar and the raat af tha aaanany aa that 
tha raqaicaii Laval af fsauth cat* la aahievarf, 
t«1 Ca«nania iavalapmant ia a aantlniaya praaaaa a* aa 
ta ttap tha viaiaua airala af pavarty anrf iaaii tha aaahtsy 
ta a atata af aaXf-aaataininf fsauth. It iapvnda an kaih 
eaanania ani< nan-aaanamla faatara* In^ia uaa liaaiaafiy an 
a§raviftn aaanany • ta aahiava iavelapiswnt tha entliP* infra 
atctiatura af tha aaanany haa ta ba ahanfari, Nat an£y th« 
aaanaaia aativity haa ta hm raahannallaaii ylthln tha axiatinf 
ftamwark^ imt tha antira aaaia-aaanania ftanauark haa ta ha 
ahAniaii thsaufh ahant«« in tha aaalal attittiirfaa, pal i t iaal 
aaniitiana ani aapital aniatMiant. In thia at«iy, v hava 
tffiarf ta axanina h«u thraafh favaifn tsaiia tha Iniian aaanany 
aan lia ttanafaraail fsan attatlait ta an initattiaf aaanany* 
In tha Init ial ata«aa af frauth, tha ilanaatla aapital ia 
inaiaqvata far tha puipaaaa af frayth mn4, thatafara, faraitn 
aapltal haaanaa inavi%ahla uhiah alanfuith i t (itlnia ahanfaa 
in liaaa, tianafar af tvahnalaay, inprtvai aapitaf faaia, 
naw Invantianaf ataaiaa nau ilanania, inaraaaaa anliiliall aHii 
ticatar thtuiht far f i tara . In a nitahall tiarfa aata aa an 
aniinn af In tha praaant uavk ua hava ttiarf ta ana* 
£yaa tha iapaat that Inpart-traria haa hai an tha aaanania 
davatapnant af Iniiia. 
Pf^ftiyfylfitY s 
2*0 Thfl (MCk pceaantsrf in this staiy is nainly anfilrisal:, 
h»u«v»vi varlius thaaritts hava bean axaninai in tha l i fht af 
|ihartaiiianaXaila«l analyaia that haa kiean aarrlai aut in tha 
praaant atuiiy* By taint tha tina aaciaa data tha inrfiaaa 
af idiiiairta ani sKjiartft, the aammaiity and inastne tarma af 
traiia, imiiarl'-aieXtipIier, ifflpart-aaaffialant sta, hava teaan 
aaXaitlatai* Tha impaat 'sf ahanfaa in tha tarma af tratfa an 
tha kalanaa af paymenta and faraifn axahanfa flaw haa alaa 
keen aampatad* In th« praaent uark, hath niaara and niara 
aapaata af trada atri^atiira and ita ahant«t Hava {laen aanai-
darad* In staara-anaXyaia ispart-aaeffiaianta, impart mtiXti'-
pXiar, ahara af i<nparta in tha nat natlanaX pradaat, vatia 
af trada fap and irauth ratea, tasfss af trada and its impaat 
an faraifn axahanfa fXau and inataHHty aaaffiaiants hava 
kaan aanaidarad* Tha anaXyaia af axanta aavinf an<i Invaatnant 
fap and axanta ttada fap and idantifyinf tha adjiatara uhiah 
ave naadad ta aqyaXiae tha tua-fapa in ax-paat aaaitian ia 
•ada, 
2.1 In liaara-anaXyaia aanmadity aaapaaitian af inpartat 
diraatian af inparta, dafsaa af aanaanttatian in aanaaditf 
•a«paaitlan and ahifta in tha ahara af prinary pradtata, 
aanavaar faada and iianifaataraa in tataX iaparta hava kaan 
iiada. Indiaaa af inparia and axparta ava aaXaaXatad. Stiaa-
tavaX ahanfaa in rafafd ta inaama fanatatian and avaraXX in-
dliatfiaXiaatian thraufh Xinkafa affaat indiaad by inpana 
aativitiaa ia axaainad, Thaaa at>aat«raX ahanfaa hava baan 
aiidiad in saXatian ta tha affaata af vatiaua athat antitiaa 
Hks ralstivt pslaas, tfail* paXivy, liaieflsU* invsstnsni at* , 
•n tha rfsnanri anii aiipply af tfiaiierf qaarfs. 
2„t In th« prasani uasrk the variaus vlaya ref&rrfinf tyaia 
enii irawth have alaa liaan examined, Tha alaaaiaal and naa-
aiaaaiaal viawa In favatir af fsea faralfn tra^i* have kaan 
•r lt iaal ly illaiHsaei* The alaaslaal thavs^lea af intarnatlanal 
ttaiia have 1i««n aataiarlatrf inta thtea (1) hant far aarplaa 
thsary, (2) atatia aamparaUve aoat theary, and (3) ilynaRia 
prarfuativB thsary^ AH th«ae thearlaa bellavB^ that trarfa 
lanaratas aaancitala frawth^^ But the moffsrn eaanamiets u«ra 
daulitfil: af the lienaflaial Inijaaat al'uaya oporatlnf in tha 
aaae af enilar^evelapBil anrf i<«vel»|iinf| aatintriaa* The vlaus 
af thase maiiern aaantimlsta like flyrrfal, Slniar, (Sdrkaa, Raatav 
8ta« hava alsa liaan atsiiiaii in tiatall. Tha varlaua 
aaiiela ulth tra^a as an iraisartant varlakla fivan by Rlaarrfa, 
Haakaahar-Ohlln, taentif, Liftilar, Kravia, Haraarf-^anar, Kaarfa^ 
•ahnaan, Haiiertarf Samdolaan-Stalpar, KinoilflliaPiar ata. hava 
kMn aritiaally axaminati in thn aantaxt sf the Indian aaanany. 
All thaaa nariaia ahau tha affaata af ftauth an tfaiia, an balanaa 
af payaanta, valmm af ttada, tavma af traila ani pattatii af 
t ia ia . Balath, Hlaka, naaDaifall, Uni<a» ata. hava a l l maia 
aanttilidtlana ta tha trarfa-laii aaanamia fvauth, Canttlimtiatta 
maiia by Bhaiwati, Carrfarit rinrilay anil Girkaft hava alaa baat 
fj^fi^i^Pif < 
3«0 IM tha naxt patt af ihla atitfy a taviau af Ini ia 'a 
fatalfit tfaia anii a atit laal appralaal af ita liipafiHiiittff 
r 
ia Hiaia. 1% la aean that fazaim tiaria aaaoplaa a pXaea af 
atvata|l« iai|i«nana« In lni la*t aMnamia rfavalapnant, Xtifierta 
hava playai • actlaial rala In the aaananla riavalapnant af tha 
•atintty ftan tha liaflnninf af th« f i rat plan. Thava ia an 
upunxi ttenil eviiiant In tha imparts, Thay irau ftam annial 
avarsfa af Re, 1047 ar« in f i ta t plan ta Rm* 1553 ar« in 
aaaend plan, Rs, 1950 ar. In the thiri plan and Ra, 1972 ar, 
in the faarth plan, Aftar iavaluatian ef rtipea, Impartv 
inaraaasoi to tha leval af Rs, 2078 ar, anii Re, 19B6 ar, in 
1966-6? anil 1967<*68 rc-'apeatively» Aftar exparianaini a aan* 
siiarahile rfaaraaaa iurinf the auliaaquent yaara imp4ria raaahai 
tha level af R®, 2955 ar, in 1973-74 that ia an inaraaaa af 
87^ aaapareii ta tha f i r a t year af tha f i r s t plan. In 1974-75 
thay inaraaaai fnrthar iiy 51^, Aftar ilavaluatian the imperta 
rfaaraaaad in the latter half ef aixteaa uaa beeauae af dee-
raaae in feeifrain imperta aa yell aa in capital imperta lia-
aailaa ef plan helirfay. In eentraet the trend haa kieen ineraa-
ainf ene in aevsntiee with the exeeption ef 1972-73 when there 
wae a minor ieereaaa fimn Ra, 1825 er, ta Ra« 1796 er, Thie 
ipward trend dttrin^ the aevanties uaa the reeylt ef petfeleia 
erieia ef 1973 uhleh haa alee brentht h@me the ariel peuer ef 
internatienal dependenea te diatert the pattern ef Indie*e 
fieutH, The riee in prieee uaa dramatie and ehanie very eid-
dell, India entered a new mare aevioiia phaee in ite fereiflli 
trade. The inflexilile demand ef imperte f e » minlaAm needa tf 
the eeenemy tarn beeauee ef priee eeaalatien, inte a I'apidly 
eeealatint fereifn exehanie h i l l uhieh i « anlikely te ke m«% 
ulthettt r«»«tirs« t* maaaivre f lnan»lal alri at- laans flan 
deveIapQ(i ev oll-prsitiainf aeitnttits* This aa bsaaiiaa 
8V«n a ftaat iiaiiyansy In expsHa aa In 1973-74 la tinlikaly 
ta Inaraaae faraltn axahanfo sarnin§a silffialantly ta naat 
the aast af InflatasS irajuart-iiill ainaa thair aaapaaitian la 
a t i l i aansl^ara^ly arlanta^ tauariia trftdltlanal faatia Ilka 
taa, jtita, aattan, t8xUl«a ata, 
3,1 Cainroaility-uiaa pattern mf Iniia 'a Imparta anmprlsa 
wainly af faaiftainsi arc«l« a i l , far t l l i sara , maahlnery and 
aapital aquipmant. Imparta ©n^ar faail ani< aanaemcr itema 
have iMian quite heavy apealaXly In the yeara hevlnf paor 
faarf pRajluatian, In the f i r s t plan alnaa ®§rlB61tar» uaa 
•ivaM mare amphaala Imparie nalnly aarapriearf af asnaimar 
But in the aaaanil plan uhen raplit Iniiuatrlaliaatlon 
waa the altjeativa, aapitaX equipment anil maahlnery uere tha 
ainfie larfeat aetagary of Inparte in tarma af valita In ariar 
ta ralae tha leval » f taahnalofiaal rfavelapment* Fram 1960-61 
ta 1973-74, aaveral htn^rad different aa»«Bilitioe enter In 
Irtrfla'a Impart trarfa. These afa mainly maahlnery, nan-alaa-
t i lea l anal eleetrleel* tranapert equipment, Iren anti aiael , 
•epper, petreXeom aririe anrf prariiieta, fert i l laera , raw eattan, 
wheat ani aaaheu-nilte aeeeuntlni fer Ra* 12S3 ar, eut ef tatal 
Iraperta a i l l ®f Ra# 1787 t r , in 1972-73. In 1969-70, thay 
aeeetntad faS Ra. 957 ar. aiat ef Ra* 1S82 ar. Pria> ta rfa-
valuatlan, they aaeaiinteii fer Re. 801 er. a»t af Re. 1122 er. 
In 1960-61 and Ra. 10S7 ar. eat ef Ra. 1409 ar. in 1965-66. 
Only petCaXailm, arirfe, aepper and fart l l iaare have ahewtl a 
MntiniiauaXy in«r«asln9 ttenrf amanf tiitsssi the kiffast jinfi 
ha» liBwi waaie iy fartiUaaru frnw R». 10 mt, in 1960-61 t« 
Rs* 116 t r . in 1972^73 fallauad iiy iiotrelaiin arude fv«m Rs. 
17 sr . ta Ha« 145 ar, Tlie tranrf in athfir oammaiiitiae Uaa 
nara ax lass fItstai^atinf, But Xaakini at pre ani paat-
iavaluatien {serlad a alearar isiiattara : aiBrnes* 
3»2 Batuaan 1960-61 anil 1965-66 marfilnaxy - nan-ale^txlaal, 
alavtrlaaJL aniJ faoifraina uaro an th« riaa, thia uaa ts^a 
dttrinf 1969-70 ta 1972-73 axaapt far faaifraina. In aaaa 
af ts«nap«rt aqylpiaent, patrale^n prarftmts, Iran anii ataal 
ani aattvnf thare has kiaen iaalinina trani ftwm 1960-61 
ta 1965-66 inaraatinf tren4 rfurini 1969-70 ta 1972-73, 
Uhan 1972-73 ia mpararf with 1960-61 aftar arfjpatinf fav 
rfavaluatian, akapliita Inaraaaa ia aaan anly In maahinary, 
aXaatyiaal anil iran ani atael* Tha paraantaia iiatriPutian 
ahawa that tha bitfaat itaoi nan-ala»triaal na^hinavy 
raaaai fxmm 18.19( in 1960-61 ani 23.7% in 1965-66 ta 15.6% 
in 1972-73. yh«at uhiah uaa 13.6% in 1965-66 iaaraaaari ta 
2.7% by 1972-73. Iran ani ataai want tip ta 12.1% bf 1972-73 
f m 11.0% in 1960-61 and 7.1% in 1965-66. Patvalate ardia 
inaraaaai ta 8.1% in 1972-73 fram 1.5% in 1960-61. f a r t i U -
aara inaraaaai fraii 0.9% in 1960-61 ta 6.5% in 1972-73. 
3.3 It ie tr6« that part af tha iifferanaa in impart-
iii l l af thaae faaia aauld lia aoaiintai far liy ahanta in priaa 
ar unit valttaa. B^t th> inilaea ahau anly in aata af f a r t i -
liaara ani patralada hava tha priaaa keen instriMntal in 
•hanfliing tho quantltyi imjiertaiJ^ In saoe ©f fart i l isera 
quantity irapartflal inorsaieii IS tiinos durini 1960-61 tm 1972-73 
but thankft ta hefty eut In prises the impert-liilX Insraaeoof 6 
times only. In sase tsf p&trala^ sru^a its itniBsrta uent up In 
aqual prepartian ta tha fiareinn exnhanta hxXX, Similar uas 
tti@ aas« uith fjisalBirains, i&attoXeym prasiuats anii tranapart 
Eqiiipraant* In tantrtst the jjesirasae in quantity impsrtail uas 
raars than half in the aaaa af raw aattsn thaufh fesaauaa af 
priae iniraaae ths impart-lilll uas rfasrcsased by anly a fatirl^, 
Ths pritB rise uaa even stssptr in the fciifeat impart-acsmmaility 
traup - nan-eleatriaaJ. maahinary uhaa® quantum imparts usrs 
on9-thir# af tha 1960-61 isval in 1972^73 while tha impsrt-iiill 
was «nly 10^ rfawn. It is thii* slaar that Inilia'a impart-atras-
ttf^o shan|8(^  sansidaraiily ^urini the faur plans iinilar stuiiy, 
3»4 Inspite of tha rannrkalila suaaess aahievetl liy tha 
Inilian expart-asator rfurlna the .last feu years, the goal af 
aahievifii a balanaa » f faraifn trad® aauntries t® aliSieJo Inrfia. 
With imparts rannins ahsaid of exparta, tha aauntry haa thraufh-
aiit axaapt in 1972-73 oxparlanaoil an adivaraa lialansa af tvada. 
Fav the f i r s t timo after iniiopanianee Inilia hai a favstjrabi:* 
traJa balanaa af Ra. 94 ar. In 1972-73. In 1973-74 tha alsaint 
yaav af tha faurth plan, the aiiverss tialanea af trade yas af 
tha arrfsr af Ra. 472 sr . This uas the hifhast eemparsi t« sfly 
sinfla year ef ths fauTth plsn. Tha aiverae Palansa ef tvarfa in 
1974«75 anettntad ta Ra. 1164 er. festers taspinsikla fat the 
uiisnini tap in Iniiia'a tialanes ef tvaie inel«irfe hith ittp«tt« 
« r ftv^stainti nayntlni pric«a » f mtu'tm a i l an<i t'vulnf In -
f latlan rvtiilUnt in Insrtateil af Inpsrital 
On ••••unt af tha aanparatlvaly alauar frauth in sxparia 
in tha uaka af invraaslnt imparts they have nat iiBan ahXa 
ta finanaa fully tha maasive autlay af the faurth plan« On 
an average exparta iurinf the f i r a t plan finanaetf 85^ af 
imparts, ifearaaaini ta 63^ in aaaanii plan anrf 61^ in thirrf 
plan* Tha paaitian impraveif in the faurth plan uhan exparta 
were a^ l^e ta meat 91^ af imparts, Th3 share i f axparta ta 
imparta reetssi at 74% in 1974-7B» 
3#3 OirQatian-uias ts® Indiana ira^orts have feno thraufh 
a ahanfo, i »a« ^iveraiPiaatifin of imftori diraetisn has taken 
plaae during tha last tuentyflvg y»ars of India's faraiffl 
trdda. and U»S.A» aasounted fo r aii»ut 4895 af impart 
traslra in 1931-S2 aiie! fch«ir share uas atoeut 35^ in 1970-71 
and 25^ 5 in 1974-»73, Somewhat similar shift is seen in Caat 
Eurapaan aoiuntriaa. It has in«r8t?eed aansidara^ly. Tha 
3hare of CFTA aauntrins in f i r s t plan was 29^ iaaraaaari te 
26.055 in aoaeind plan snd 15,0^ in third plan t i l l f inally in 
the faurth plan i t was anly lOpS. U.S.S.R, enisrflad aa an 
partant saurea during thc^  faur plans. In ths f i r s t plan i ts 
share was anly insreasin? t» 1,5% and 5.05^  in the next 
tus plans t i l l finally in the fourth plan i t uas Thila 
i t is seen that Sath aararosdity-uia^ and gaegraphiaal stiu^tiAra 
af tsade has lindargens ftlgnlfl«%nt ahsnge^. There hava lieati 
signifisant flustuatisne in the toshavleur sf individual ae»-
maditisa and markets in regard ts th»lr impsrtanM in tha 
exfiart anit imiBitrt ••t lv lt iaa* Ther« litten a rieal af 
instability in vefarij ta market and ofimnieility saafsseitien. 
lisnis a i «n i f l »ant one yr^ p.r h&ue »t{dfi*nXy di8ap|i«ared in the 
traiia basket of the naxt ysar* Thle is prabably duR t« la«k 
of lanij-turfii porspent.lw© in overall wl«nnin? tt ths naara-
levsl and trti«lo *»lannins at tht; seatarai l a va l , 
4*0 In(!iia*s Import'^litXiay has underfiesna sBveral shanges 
durini the periail 19S1-74, Ourlnf 1950-62 prateatien and 
iffljpiirt-suliQtltutlsn anri non-relianae on feralnn aiii ua« the 
nain feature^ 1950-74 is m parioii of autUBxd nrientatisn that 
l6 friSB traitt end 6:Kp«rt-i>X'anotien. The Seaoni plan ef India 
starta^ with emphaais en haavy intiuetrlQs and impart-suiiati-
tutian oriented induatr ia l iaat lan. The pcaried 1956-62 had 
several p sHs i e s , f ive Impsrt-safietitutian fsrsnset impsrtansa. 
The f s te i fn exehanfe s r i a i s sf 1956-57 intsnaif iad the inuard-
srientad ps l i s i ee that is ef pretested and restristsd tvads, 
Tav i f f s , axsise dutiss, expsrt taxes, impsrt- l isensini , sx -
shsnts ssntrs l s i s , tiwre intrsdiised* It was sniy at ths he f ln -
nini sf ths third plan that esroe element ef free trade uae i n -
tred^«ed* tfatieus expsrt-prenetien sshsnss usre etartsd aide 
Sy aids with impsrt-ssntrsls thus hsuini ni j l t lple sxehanfs 
rates, Rupsa was dsvalttsd In 1966, Besidea theee maasiirss, 
CevsTniient haa adapted fflethsda ef demsatie priee senti^I end 
distriliutisn tg eneure al leeation ef adequate amsQnt» ts 
pf is f i ty se«t«7 at raamnalila prlaa, is pravirfa eqtiiity in 
liiatriiiutlon anrf prevent inf lat i «n« S,T.C, mnd FinTC wara 
aatabllahad ta halp ilatrlbutlan aaniraXa, In arisv t « 
arraat tha maunUnf Impart-liill impart edkatiiutian uaa givan 
graat impartanaa teyt in the aantext af tha exiatinf laval af 
Xnrfia*8 taahnaiafiaal 4aiial0piiiant» i t aannat lia axtBnsitfViy 
caaatiaii ta yithaut hantparinf tha tempa af aaanamia ilavalap-
ment. Tha roasftitiiia of impart^auhatitutian attsinai ever tHa 
yaara ia avitfant fran tha farvifn axahanfa aampartsnl in tha 
aauntry*8 tataX autput yhiah uaa anXy 22% in i960 anri ra^uvarf 
t « in 1972 ani 7,0^ in 1974. TinaX rfamanil far aaah aaa-
tas ia aanpaaatf af ilamanrf far itanaati* prarfu«t and imparta. 
Any ahanga if) tha raarkat aanpaaitian af finaX ianaifi haa ita 
affaat en tha output ati^aatiita ani impart-atsuatura af tha 
aaanany. Tha af faat an tha itnpart-biXX af tha aaanany haa ta 
ba aanaiiaratf uhiXa nakinf any pXana af impatt-aukatitutiaA. 
QliviauaXy a aaatar with anaXXaat impart aantaflt in tha finaX 
rfananrf aan iniiuaa Xargaat ilaaraaaa in impart«iiiXX aa a faaiiXt 
•f irnpart-aShatilmtiaii in tha finaX iananrf af that aaatai, 
Tha impart-aiiliatititiaii in ana aaatal*a finaX ia«an4 aan in* 
rfilaa inavaaaa in tha impact XavaX af many athar aaiRiiarfitiaa. 
4,1 Xiipaft aantiaX aan bm iana in aavaraX way a Xika tar i f f ai 
aithaiiiaa, axaiaa ifltiaa^ iMpart^Xiaaftainf, axahanga aantial:, 
aiataii unian, aiXtipXa axahanfa Vataa ata. AXX thaaa nathaia 
ani thair affaata hava kaan axaninad in iataiX in thia atiiriy. 
Tariffs « f » Impssai althar t« prataatlsn ta ianaatia in-> 
liuatrlaa ar ta inataaaa revanue* Tatlffa that ara far pirataa-
tiva raaaans ara fanaraXly far a apaalfia^ parlarf with tha 
pravlaian ta tia ahanfarf ani maiilflad aaaarilinf ta tha aaat af 
praduatiani iavelaiiniant praapeata, aaananiaa af aaala anil ataia 
af 8«aneBla tftvalapnant* But uhathar thay ara far ravani^a ar 
nan-ravanaa purpaaea, thay tarlni lilvarianaa hatuaan itaoiaatia 
anil intarnational prlaaa* lniia*a tari f f atmatura is narkad 
with aXamant of tfOaXiaa, Thara are prafarantial rataa far im« 
parta fram aama aauntrias yhila atanriarrf rata af iuty is laviari 
an imparts fram rast af tha uarXtf, Similarly tha tar i f f ratas 
ara i i f farant far i i f favant af aamiaarfitias thaufh thay 
kaep ahaniing fran time ta tima. But aanpatai ta athar naa-
suraa af prataatian tar i f f ia battar in tha aanaa that i t rfaaa 
nat laail ta famatian af manapaiiaa* Baairiaa inilar tar i f f tha 
link bmtvmn aaat-^riaa atmatiira ia navar hrakan aa ia tha 
aaaa in qiata-ayataa, Tha tiHr^an af tha tar i f f nay alaa f a l l 
an tha aallar rarfaaing hia prafit uhiali aitanatiaally raiiaaa 
inpaHa, Thauili tha priaaa uithin tha aauiitty ia riaa liiit 
f irat ly tar i f f in India la namally sn gaaia aanaimari by dppar 
•laaa aanaaqyantly tha graatar prapsrtian af papuXatian ta -
naina dnaffaatad, Sssandly i t daaa halp tha prataatai inrfuatry 
ta axpantf arti though linkafa affaat tha athar aanplainantary 
intfaatriaa'aHtanatiaally axpand tharahy ^aiaing tha laval af 
natianal inaama, Biit tariff-syataa has aartain diaaivantagaa 
aia« . If tha rata af tar i f f ia vary higt^ thara ia tha rfangar 
•f rataliatian uhiah uaiild raduaa tup sx^orts. Sesnndly, 
th«r« 1« UkaUhMd that ana* aur intfiistty la f lva i pratavtlan, 
i t aan inaiat an •antlniianaa af this ptataatian an ana pra-
taxt mt tha athav, Hanaa liafara prateatlan thvaufh impatt* 
aantral i « fsantai ta any Iniyatry fraat taatfiinaaa ia ra* 
qfiitarf, 
S,0 Tha aanaXualan liarlvaii fran thla antlra sttiiy ia that 
rfurina tha antlra pariarf impair aanalilaratian thsufh imparta 
hava ftaun avar the yaara affarta hava aantinaauaXy iNian matfa 
ta raatrlat them apealally aftar the f l r a t tua plana. The 
inpart paliay thoufh aarkad ky fanaral arfhaalaai has liaaii In 
favauir af aapltaX faaiia apaaially thaaa prailualnf aapitaX 
faaia» Xmparta na iaulit playai a aruaial rale in haataninf 
the praaaaa af Inrfuatrialiaatian anil tharaliy Inaraaalnf tha 
natianal inaama thra»f6 the inpart RHlltipUer«a»aaleratai af<> 
faat.^ Tha atydy af Inpart-aaafflelant and l »pa»t af taraa 
af trade an fssaifn exahanfa flaw ahaus that in iafieiai im-
parte ware halpfl^l. in aaaalaratiiii tYm paaa ef ee«ne«la frauth. 
Tha aturfy eheua that In tha Firat plan tha in^aaie teme af 
trade ware net in ear favayr thaufh the qiantity teme af 
tiaia ware mare favauralile. The reeaan wee that iaepite a l l 
aur afferta exparta did net inereaae euffieiently t^ereae 
tha qiantity af impat^a ijiareaaed leavinf ua with a laea af 
Ra. 160.S ar, af fataifn Ix^hanfa, In the eeaand plafig the 
••Medity teme ef trade were in aiir favait thoiifh tha inaeiie 
tame ef trade were irrettilar. In tha Third plan kath ifl«a»e 
and aeHmedity tama af trade ehewed inpravenent uhieh halpad 
US In MfiMrvini sur favsifll vKWhanfa by Ra« S2,9 
Odrini thtt afintiaX plana th« inaama tamia mf tratfa aNutttf a 
nark«4 impravanant but baaauaa af Irvai^lav ttani in th« 
••imaiity tttna af isatf* tha favalfn axahanfa lass was af 
Ra« 3A«0 ar, Ourini tha fairtti plan, thara uaa favaurabl* 
nav«»»nt in Inrfia*a bath aaismatfity ani inaana t«x«a af trarfa^ 
laaving ua with a bif aiirpltia af faraign ax«h«nt«* B^l tha 
iatarlaratlan in 1973-»74 a lass axaaarflni tha 
ontlra fsln* AaaaHlng ta the rapart af UNCTAO thai^ e uaa 
a rfatayiavatlan in tha tsrna of trarfa af a l l tha iava-
lapinf nauntHes. W t In eenairal imparts uaca halpfel* Tha 
parfatnanae af the ajtpart-seatas haa inpravai aanaidarably 
thaufih nat atfaquataly during this pariall* It haa alaa nat 
baan vary auaaeaefil in havini transnlsaian af faat ta tha 
athar aaatars sf tha aaanany ani< tharafara has f a i l a i ta 
prapall tha antira eaanamy faruari* Canaaquantly, wa faaarf 
aivatsa b«l«naa af payaanta thaugh axpafta iirf siniaiaa rfa-
pMirfimaa an faraign a i i whiah a l l this yaa aanaidararf in -
riiapansabla far tha anaalaratian af tha paaa af aaanaaia 
rfavalapfiant af Inrfiai 
P iX in - f f f f f f r^ iHi f t * 
6.0 ^ In tha light af tha»a aanaluaiana i t ia auggaatai 
that rfaapita tha hazartfa af prataatian anrf iapart-aantii l 
aaiM rfagraa af iapart-aant^al ia inavitabla, Bot in ariav 
ta ninimiaa tha advaraa affaata af thaaa aantials tha rfa«aa« 
tia maara^paliaiaa ahayli ba ahantad. Tha iaplamafitatiail 
/) 
•f inpart-BentivI should sinpUfisrf anil lnport«*2.i»ensinf 
fi«ll»y ke maris mmtm tatlanaX and KonslliX«» Thore shaulii ba 
nsra as^anlina tian Itatueen the various aaatara af tha rnmnrnrnfm 
Tha ^aneatia palialea ahauXd ha faarati ta tha objeativaa af 
vanavaX af unatoiilaymant, fylX utiXiaatian af the natuxaX va* 
eauraaa, prafraaBiwa inaraaaa In the praduativlty of iMii^ 
afriauXtura and induatry and araation of divarsifiad aasnany. 
Xiiifast aanttwX ahouXd ka uaad anXy aa an Instttoaant af eaa-
namia pXannint mt aa ana af ths taaans of teTinfinf abaut tafiid 
asanami* davaXapnant af the aeuntry* Thare ahauXd be naca 
•ax-sfiaX pXanninft tifhtar nanatary and f isaal paXieiea tsi ahatk 
InfXatian and atablXiaa prlaaa and inaraasad aapitaX fsznatian 
and damaatia inveatnant* QuaXity af human oapitaX ahauXd be 
iotpratfad. There ahouXd ba Xinkinf yp af the expart-psomatlsn 
and impart'-ayliatitutiaa prafranmas* Cxparts are the beat maana 
af finanainf Imparts baaidea inaraaainf the demeatla pradyati-
vity, Tharafara, axparta ahguXd be divaralflad aXaa. SpaalaX 
attanilan ahtiuXd be flvan to the priaa and quaXlty af taada that 
ara ta be exparted. Caaparatlan ulth daveXapHiii natiana ahauXd 
aXaa be aaufht aa that India daaa nat hava ta faea a vary iauih 
•ampatiUan far ita expa»t«markat. Tha rata af Inveatmant 
ahauXi inaraaaa by fiwinf inaantivaa ta the danastia pradiiaara. 
Nat anXy thaaa naaaiiraa ba adapted bit the entire eeaia-eaanamia 
aXimata and infra-atriatiira af tha aaiintry haa ta be ahantad 
aa that uith aaanamia ahaniea th« attitidaa af paalila aiaa 
ahanta*^ 
6,1 On tha «xttvnal frant a l « « | 8aa« a f fa r i s ahaulrf ba 
naie^ naiatleUans thrauffi Xnf» GATT ani UNCTAD ba naia aa 
that a^vanaad «auntvi«a 4m nat arfa^t firataativa palialaa 
afainat Indiana axparta, Theva nuat tia asna Intarnatlanal 
atananla rafo]^8l made ht/ thaaa arganleatlana ta halp tnilia 
in ita eaanemia ilevalepmant* Thua Intarnally tha v/avlaua 
aaatora ahaulii frau aluultanasusly to hava tialanaai frayth 
ani "(larry-avBr" af faat ftam Its expasrt-aeatoxr ta the feat 
of tha aaanamy sni aiftis:rnal3.y the tialp nf tha rfav&Xafiari 
aauntrlaa ha aaufht ao that India aan taka f y l l aiilwantaia of 
international txa4a and the:ratiy anhan«a the paao af ita ea« -
noraia davaXapmant, 
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IMPORTS AND ECOMOfllC CROyTH 
It has b«8n recognlaad an a l l hands that foreign 
trade of a countfy can play a elgnifioant role In tha deve-
lapwent of Its ncnnomy, Ectsnotnic growth can be t-cansmittsd 
from one country to annthor bath directly and indirectly 
through foreign trade* Trade not only provides a market 
and encouragia arouth and reallocation of t'^ a resourcBs but 
I t also tranoiiilte axperlonc® and idaae, changes attitudes 
and institutions and raroaues obstacles for furthor davalop-
inont* But i t i « not only trade that helps grouth, but grouth 
alio ancouraQcs trade, Ther?? 1b a tuo-uay rolationship bet-
uean trade ind Bconomic growth. Trade holps in increasing the 
pace of aconofflic qrouth and oconomlo grouth in its praoeas 
Increaaaa th® importc of a country. It is sBan that as a 
country advances touards induatrialiaation and economic pros-
perity, the ecale of production Increasea, pattern of consump-
tion chan(jes due to incroasa in the income and demonstration 
effect, demand for goods increases thereby increasing the 
prices snd national incom®. This diffusion of grouth la 
evident in a l l t a sectors of the economy. Transport and 
communication fac i l i t ies Increnee, efficiency and productivity 
improves, rural sactor Is alsds uplifted, scientific techniques 
of CMltlvstiofl ars applied. Bsnking fac i l i t ies improve and 
comffiareial transactions Increase* The aggregate fiemand boosts 
2 
up naking foreign help inavitable. International capital 
movenents etarts* It la at this atage that importa bacona 
indispanaable - to puah tha sconomy to a higher level of 
growth. Technical knou-hau, technological equipment, raw 
Biatarial and capit al Qaoda hav© to ba imported in order to 
ease the doneatio aupply s i tuat ion. Hence the volume of 
imports Incraaae uith economic growth* Uithout this exter-
nal aaeistanca, i t is alMost irapoasibla to maet tha aver-
incroaainQ demand of both invaatment and conaumption aector 
of a devaloping acanomy. In fact tha demand praesure is so 
great that at times tho imports have to ba mnre than uhat 
tho oountlfy can a f f o rd . Great caution and uell-planned 
strategy i s required at this staQo, 
1,1 This intcrcannection betuasn imports and economic 
growth haa been a matter of great controveray in the history 
of Bconomic thought. The claaaical and neo'^claaaical eco-
nomiata believed that trade not only helped in achieving pro-
ductive efficiency but uaa aleo an engine of growth. Thay 
ware in general great proponanta of laiaaez-faira theory, 
Adam i^ith in hie book "Tha Wealth of Nationa" very atrongly 
favouta free international trade. According to him trade 
without raatrainta uould help tha economy in ita development. 
But bafora ua go into the detaila of the effecta that trade 
haa on the growing acorwmy, we ought to know what impact 
growth in itaalf haa on trade. 
1*2 Tot any oountty umbarkltiQ upan tho path of planned 
ocortcifnic dovelafiiiient BO aa to have a Sapid rate esf nrowth 
indufiiYialisaUoft Is tha f l rct noal. This gives the aoonony 
a afcjtong bane, with th» l r » c r « - i n the ir»du®trlal ssctor, 
thrtsa frsQtfira nto Important and helpful inore^eln^ tho 
yaaltfi i f nati-tn®:-
1» grayth -jf <^atkot®t 
oopital scoumulatiafif r^ ndi 
3« pfogtRas of technaloriy, 
-HI th^sa ttiscsG fnctnrr^ interact upon Bach othor so ihat 
in any nne f.iotor hac « riirefcst impeot -sn t^o othor. 
For exawnle as CelrncraaE has atafeod -« hlnh louel of 
tal tntfestBJont allous n©u teohniquos tcj bo oxplottod more 
quickly and at tho riiima tine help© ta opood up the Imprdw®-
laent of thos© fcochniques and the dlscov/ory of s t i l l n»u0t 
on«© by protfiding tapportunlties of ©xpGrlnjantatlcjn on a cow* 
narolal basis* Xn f^ssteiont incroaeae marksts by tneraasinQ 
ootjffitry*6 prodtiotitfQ 
powers and sontributss t?"i0 pro^^^*^^ 
of toehnology by ensuring an outlet for innovation in tecb-
niquee^," Thus i t i® d i f f icu l t to Imslate tho ©oneoquance 
of any single elenant in aoornxnic grouth* ^11 theaa varioue 
factors that ar- ganaratod due to the orouth of industry help 
in QQononio expan6ir>n» Cconoraio axpaosion tneane growth of 
^ Caimorosa, A.K, s "International Trade and Ceonomlo 
Developnent*" Ceonoeiiea (lond.) 1961* p* 23S, 
output. Increase In the Inoome peir capita uhlch In Itself 
Xaade to increase in the demand of ooneumor gao{|e« increase 
in investment leading to further increaao in the demand of 
capital and capital goods and increaoe In the national in -
come* Increeiee in national income i s a sign of ecaniraio 
groytti uhich in itself is brought about by increaao in in -
voetmentf shift in rssouroes fsc produoing neu goadsf new 
Markets for nau prot^ucts i s sought, changa in the pattern 
of foreign and domes t i c demand for cjoods and esrvlces end 
cowpofiition and volifine of exports and imports change• 
^ Increaaa in national income loads to Increaas in 
imports and exparte thereby changing the nconoraic structure 
of the nconatny. As the country develops Bconomically the 
share of agriculture decreases and that of manufacturec in -
crease* Uith increase in industrialisation the import in-* 
tensity of consumiption increases. It^ort requirements arise 
bscauss of tha necessity of meeting the Increased demand of 
fsu material in order to maintain a given level of consi^P-
tion^^ and also because of the need to import investment goods 
so as to expand industrial sector. In many developing coun-
tties capital imports are a significant addition to resourC(«e< 
These external resources help to sccelerate development by 
overosming obstacles to economic growth such as insufficient 
doiRsstic supply* Intensive internal growth leads to increase 
in exports snd imports* Voliffse of imports increases in res-
ponse to pric^ income affects. Increase in price accom-
panied by economic development attracts imports* Increase 
o 
Ift pet capita incima ineraases tha purchasing power of the 
paoplQ and impvovamant In tha standard of living of th« 
paopis naoessitata tha importation of gooda uhich the coun* 
try Cart aither nnt produca or produces at b higher cost. 
IncraaoB in tha LOWAL of invaatmant leads to intonsiwe BPP-
oialisation in tha production of choap^r cost ooorfs* Thia 
hif?h rats of grouth In the invoatmant and induatrialisation 
Incraasss th© import of capital equipment and othar matariala. 
1»4 InorGaaa in tho voIukiq of exports and iraports in 
rfiaponsa to inoreaao in invosteiBnt i s a direct darivation 
Of Harrod-Domar modal that say:? that incraatse in tha grouth 
of investment not only rsaults in the sxpansion of productiva 
capacity of the oconooy but also incraasas the levol of i n -
coma, Uith any given marginal propensity to aavo ttia I n -
oraaaa in tho national income i s not tha functon of invast-
Riant but of incremantation in Invaoti^ant dua to the multi-
pilar af fect . Incraaaa in tha prcductivB capacity of a 
country raaulta in riaa in tha production of gooda that the 
country's export capacity also Increaaea* The increased pur-
chasing power of money with people Increaaas tha detnand for 
goods - both foreign and doineatio. j 
1.5 ' The ratio of foreign trade to national income in -
oraasae uhen a country enters more fully into the yorld aco-
nony* This depends upon the uxpansion of trade in reepoisa 
to deorsasing cost of trade. Spacialieation takes place and 
2 Ibid. 
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exchafiga InoiroafiAs* In undartisvsloped counfcrlos manntary 
axchanges Incraase and ooisumption uhloh had baan baaad an 
aubslatonca la partly supplied front ab:road« Tha ratio of 
iroporia to national inoome incroasae unleas checked by cora-
msrclal policy for a nurobar of rsaaona* Tirauth brings neu 
naardis uhicH cannot be Initially auppliad locally y l z » rau 
niatorial and ctapital ©quipmont. flau appotites through dt -
aonatratioii effect and Incraaaed income and nau capacity 
to iraport through capitiil borrouinga and irtcroased export 
aaminss takns place, Thsae new neade continue to incraaaa 
imports as inconio grouts, but bsyond a certain ddInt tha, 
increase ie l ike ly to b© aloyajp than the incrsiBS inccma, 
Uhan this u i l l hap en dopendc upon sovraral fnctora. 
1.6 It is a view that a f t e r nn i n i t i a l axpansion faraign 
ttada tands to dacraasa rolatitfe to total econoinio activity. 
T:is tendency haa been hypothsaiaad directly by yarnar Soro-
bartf the Carman aeonoinic hifitorian» uho formulated a lau 
of tha dacraasing importanca of foreign t»ade' , Tha ata-
tistica providaa a vary §oneral auppori* In fact Kuznate 
baliavaa that "there in no pravelanca of trande in ona di* 
raction^''^ Trade haa a way of starting to daereaaa and than 
Incraaae to nau halghta as in Britain in 1870«79 and in 
1910-13, According to Chanary, other thinga ramaining the 
3 Kindlobarger, C»P. I Fartlgn Trade ond the Mational 
Eloonony. p. 179* 
4 Kuinete s Ceonomic Growth and Structure. Selected 
Ceaays* Caleutta. Oxf. 1969. 
< 
BanQ pwv capitG import uould increase at a rate slightly 
iouer than the yrouth of inoows per head uhiie a larger 
population uauld ba aasaulated with BmallQir per capita 
import* Ha Further aays that the nogativt coe f f i c lunt of 
population indicates tha ciacrGaac? of iniporta due to an in— 
crease in market sijco whila an Increaaa in market slz^ d«c-» 
reasoe cost uf production and thu» permits th«3 ©ubt-Uiution 
of dainastio production f a r importa^^ Out the applioubiUty 
of this inQt'"Jid f .r for0c.i3fci:">Q i s doubtful. Chenai'y aosuwaa 
population isi a ptc*y far t'^o sLio af market* Yat i t 
seen that graatar i^ hs nunibar af trading units in t country 
graator u i l l ba tho ipportancu of internal trade and Em?llar 
ttio eh^jf© of impacts in gros^ national product. ^^^ 
1*? Sawaral tnod«l» have racaatly bs@n constructed ahou-
ing tha Bf facts af c;routh on trade» on '^^lance of paywante, 
volume of trad®, tsrtns of trade and pabtsjrn of trade* But 
thaae rmsdals ara mostly s t a t i c . Thasa modala take th@ sour* 
caa of growth • population incraaaa, capital accumulation 
and technical progroaa je givsfi, Thay ara lasa dynamic «nd 
aophiaticatad^. Thaae inodals deal uith a f f e c t s of growth 
on dan^d and supply of exports and imports aeeuming that 
(1) thera aro only tuo producta - exportablaa and iraportablaa, 
(2 ) tharo i s an axpanaion of production posaibiHtlQa dua to 
5 8ala8aa» B, t Impart requiramanta of teas Davalopsd Araaa 
and T»ada Gap, (ttio Economic Growth Centra) Yala University, 
6 Ccrdan^ U.n* i Recant davalopreanta in the theory of Inter-
national Trade, p. 3S« 
o 
inoreas* in produoUvlty» and, 
" ( 3 ) fulX-e»ploy«»ni i t raaintained through growth in expendi-
ture matohing th« orouth in output potential* 
Our country's axports ara ths othsr ooimtty's imports. I f 
di^and and supply for snch product oxpands at ths eamo rata 
in Bach country and both the countria® grou at the saino rats 
then the system w i l l retrain at an squilibriioi uith no naod 
f i r a. change In pric^. Tho t'^tia af fc^raign trada to national 
product u i l l rswiain oont3t«uit# Out I f in ana country the output 
oP exportablos Incrsfjsas nara than import^jbles than the growth 
of that country u i l l bo cxpott-biaaa-U On ths athor hand, 
i f tho demand f o r isnporto IncreaaoB cnart^  than the output of 
axports tn^n tho Qrouth i s if^po^t-bi£gt^d. The excess demand 
uhldh rasulfcr. from -routh depends on diffarant elements in 
the model - ths i n i t i a l rat ios of fcrsda to production in each 
country ami tha rolatiwa sizes of ths tuo countries. The 
detritnants of growth axe l-;baur and cap i ta l . If the growth 
i s labour biased thon with tjiysn linear homogeneous production 
function ths output of labour-intanaive production will ex-
pand mors. On tho other hand, I f ct 'oital grows and l ^our 
is static, the ijutput of labour-intensive production wil l 
decrease absolutely. This is simple extension of Heckschar-
f . J. 
Ohlin model of orowth , 
1.8 Anothor sourcs Qro^th ia technological progress 
which can bz both product and factor biasf^d. If this progress 
7 Bhagwati 3. i Trade, Tariff and Growth (c) Marpens Row. 
London, p. 23, 
Si 
takvs placa mora in ons industry than the athar than i t la 
produot-biaaad and i f i t ohangoa the ratio in which the fac-
tota art employad than i t ia faotor-biaaed. In any case thare 
u i l l ba change in Income distribution which will affect the 
daroatid axpanaion depending upon the aXaaticity of demand* 
In this model a f tsr spsolfying grouth biaaaa the next atop 
i e to as tab l i ah th^ ciiraQtinn an'J ox tent of taroa of trad a. 
I f foreign exchanga ©arkat i s stabia an axccss aupply of one 
CQuntty*0 BXportmblea uouXd lead to daterioration in i ts tarns 
of trade, the extant depending upon import-^saiand elasticity 
in ths two countriaa. 
1,9 Ths analysis within the fraweuork of tha fnoctel shows 
not only the effect af growth on tarina af trade but alao on 
the ratio of trade ta the national product and on the pattern 
of output* It is simpla and yet advanc® in trade theory, the 
credit of which goes to Johnson®# 
2*0 During 19th century intfiimationol trade uas "an en-
gine af growth" as Sir 0. Robertson put i t for many of the 
countries that are now advanced countries and fully indue-
trialisad. Auatri^lia, Canada and U,S*A. ware soma of the 
rapidly increastnn developed countries. They were able to 
produce priwary products for trade with Britain urtiich uas 
in the process of industrialiaation and welcomed free trading 
8 Ibid. 
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to supply bar marksts* But slnca 1914 this trada angina 
ha« workod intarnlttimtly and many countrlos producing p r i -
mary gooda for exporte faced uith a world demand that in* 
ortassd very alouly* External trade no doubt can Help grouth 
and i t Is better than no trade at e l l * Trade acta ae a 
balafielnti factor providing outlet® for gaoda produced in 
surnl'Ji and suurcQs of <?ii|flipnisnt and inatsriaX needed* 
cordinu to Mndloberger ther stability quaetion in under* 
devalopod countri»H hiio two facstaJ-' 
oyclicaif ondy 
2» secular -
th0 forwer i© conneotad with the? jciIb of expox t^s in the cycle 
of priniary prorfucing counfcrias, thi? latter ulth tho riake 
of Bpacinllsation in products subjoct to technological chan-
tiansrally underdeveloped countries are unable to en-
jay much stability bnciuaa of ttseir lack of control over the 
factore tieterinining their income. The level of exporte de-
pends an inaame abroad and their inventory policy* Domeatic 
faofcary ara only nominaliy influential. 
2*1 External trade ia a muat for every developing country 
though i t has its probletna, having profound Iwpact on the so-
cial and economic uelfere. As elrnacly stated in the earlier 
paragrapha, foreign trade not only helps in the availability 
of goods both coneumer and capital but i t elao introduces neu 
9 Kindiebergeri C.P* s foreign Trade and i^ational Coonony, 
Bombay. Vota, 1962» p, 218* 
l i 
Idaas Bconorolo and non-oconomic bo h. It helps in tha ra-
alXooatlon of reeoureaa and tvanemlta axparlence and tochno* 
logical progress• Domestic production can benefit b/ inno-
vationa abroad and it also ksepa the indigenvous producer on 
the iilert in the praaenca of ooropetition. But hou far external 
trade ia helpful in the growth of the economy hae been a topic 
of great controversy since tirae immeaorial. There are various 
vieue some in favour of foroion trade and some against i t . 
2,2 The classiaal and neo'-classical economiats uero in 
great favour of trade. They believed that foreign trade acce-
lerates the pace af ocononiio growth though List, Lenin and 
nanilesco dlesented from this view* According to the c laeei -
cal economists uhen a country specialises according to i t s 
comparative advantage and enters international trade i ts in -
come increases* This increases the countries potential of 
capital formation* 3«S, m i l was of the opinion that trade 
according to ecmperative advantage results in more ef f ic ient 
enploymsnt of the factors of production. Piis is the direct 
economical advantage af foreign trade^^. There are several 
indirect benefits also, A country producing for international 
trade has the tendency to improve the process of production. 
It can introduoe batter division of labouri can make greater 
use of machinery and is more likely to make inventions and 
improvements in the process of production. Trade might also 
lead to Industrial revolution where resources were unexploited 
due to lack of incentives in the people. The introduction of 
10 Will , 3.S, s Principles of Political Economy. London, 1S48. 
Book X, Chap. X« 
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foreign idsaSf forelan capital and damanstratlon a f f » « t 
croatas neu uaiitv^ Inerffaaad ambitions and graater thought 
for futyva. Thsir habits changa and the actusi conditions 
of living improvs* Trads according to ths classical school 
thus acts as a dynanio forca* Trada also has aducativa a f -
fects, prowidss tschnioal knou-how, technoloQical prograss 
and impcttation of idaas acting as stifRulus to davaloptnent* 
2.3 The claasical eoonamlsts also notad tho affacta of 
trade on damaatio factor supply specially on capital accumu-
lation. The capacity to save incrsasas as incoins incrsaass 
tharaby increasing invastmant. Econoniios of scala accrue, 
acoass to forsinn laarkat makas i t profitable to adopt isora 
advanced taohniquss of production and adopt capital-intensive 
production* Trade alat) transforms existing production func-
tion inducing outward shifts in th© production frontier. Thus 
larger the volume of trade greater would be the davelopmant 
potent! 
2.4 Oavid Richards In his book "Principles of Political 
^conoRiy" has qivfen the fatuous trads theory of comparative cost 
advantaga^\ According to this theory each country should pro-
duoa that good for uhich i t is suitsd most. The question is 
only of tsrms of trads. According to n i l l , the actual ratio 
at i.^ich goods are tradad depends upon the strength and elae-
ticity of each country's demand for the other country's 
11 Richards, 0. s Principles of Polit ical economy. London. 
3.n. Dent. 1962, p. 110. 
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product, that Is the r»olprooal damand. This ratio ui l l 
be stabla, according to Cllsuorth, yhan tha value of ax* 
ports of a Qotmtry ara f l ra t suffioiant to pay for its 
importa^^, 
2»5 Itius th® tradltisnttX oonclusiort haa baan that in -
ternational trar^o increasBS economic davelopaiant, Tha gains 
from trade do not rosult only froro a onc»'-ovBr chan9« in 
r08ourc0 allocatitin but ars continually roerging uith th© 
gains from grouth. It is trua that international trade did 
hav/e a piiupulaiva effect in the Bvelopmant of a nurabar of 
counttiss that ars noy aroong the richest in thra uorld. Bri-
taint Buitzsrland, Australia, Daniaark, Canada, Suaden and 
3ap»n ar® some of than. But i t i s ocually true that earns 
other countries havB s t i l l remainad poor despite inbernation^^l 
trads. For 1^ss« qountries bscsuss of the natura of thair 
axports, the incoma alastioity of dsmand for imports uaa 
grsatar than for sxpsrts* Ths incomo affeot uas export-
biaaod hsnoa effects on both consumption and production sids 
uas also axport-biassd. But the growth In the export sector 
failed to extend to the other sectors and as such'tha eeonoiny 
as a uhols did not develop much* ' 
2,6 Hsnea according to the elaasical economists trads 
ovaroomas f^e narrounsss of hotns'^arket, provides outlet for 
aurplus product above doneatic raquir^ments, improve division 
12 Ellsworth, P.T. i Ths Intsrnatianal Eeonomy. 3rd sd« 
Neu York, naoiaillian 1964, p, 64, 
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of labour and ralsst genesal Isvel of productivity. Adam 
Smith ballavod In th« "productivity" and "v»nt for aurplui" 
aspect of ths trade whereas Rloardo was Inclined toyards cotn-
paratlva cost advantage and 'spaclallaatlon* aspect af In-
13 tornatlonal trade , 
2,7 Though on© cannot deny that the classical theory of 
intarnatlonal trad® haa aarvai uqH as a tool of analysis for 
nora than a century I t remain® true that i t suffers from sar-
lous defscts* The theory rasts on the dlscroditad labour 
theory of valua. Stress la laid on a single factor of pro-
duction - labour, Thert^  are savoral other factors af Drf»duo-
tlan and ewan labour Is nat homogenaoue* The theory f a i l s to 
explain why labour of one country Is more e f f ic ient . Besides 
i t is a cuBibersowe and roundabout theory. Hsnce this thoary 
was later rin refined and elaborated by Taussig though this 
did not solva the inherent defects of the comparative cost 
theory, 
2,B The economic history of "c!evcloped countries" does not 
justi fy tha notion that the succats of internal rospenseo to 
th0 stimuli of external trnds wis the one to lead to growth 
in the aconamlc s e c t o r s ^ T h a mstn conditions for rapid and 
sustained growth are those generated by successful industria-
lisation! high levels of oonsumptlon, saving based upon 
13 The Ceonomio 3ournal, June 1958* Vol* 68. p, 317. 
14 Hughes, 3.R.T. t "Balnnced economic Growth in History > 
A criUque." A,E,R. Vol. XLIX, May 19S9. p. 330. 
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raising praductlvity^ vlgotaus Innovations, sfriclsnt channel-
ing of savings into investinsnt through fXexibls financial 
inetitutianst Gains frtsm trads b^uld accrus to thisa coun-
tries yho havs achlsvad thssa conditions* 
2«9 Ryrdal has boen outspokenly orltieal of the doctrina 
of frea trado as racommondad to lees dsvelapsd countriss.yhara 
thars ara infant-industriae or potential external eoonomies ha 
caXle for protectiont import-^rastriction ate* According to 
hin "iRarkat forcas u i l l tand cumulatively to accantuata intar-
natinnal InaquaXitiso and a (^ito normal result of unhamperad 
trade batuean tuo countries of which ona Is industrial and 
the othar untJardewelaped i s tiw initiatien of a ouwulativs 
IS 
process towards Iwpovarlshinont and stagnation in the lattar « 
Ha says that develapmant is retarded f i rst ly by- the damonstra-
tian effect, eacondly by unfavourable affants of international 
factor movsBiBnts end thirdly by a secular deterioration in 
terms of trade* The inflow of foreign capital develapa the 
country't natural rBsaurcae for exports; only neglecting the 
domestic sector. Foreign inveatment bQcomaa economic enclaves 
consequently i t leads to the origin of dual economy where the 
e)^3ort-saotor is the island of devslopment surrounded by b&ck-
uard low productivity sectors having labourointensive pro-
duction, As export-sector becomas more and mora capital-
intsnslva, duo to lack of smploytnant opportunities the surplus 
IS nyrdal, G* An Xntarn&tianal Econoiry. Harper & ^ow. 
1956. p. 225. 
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i i ^ y i l i « « i t » i t»u«t4s cOYittullitv* Qivino » ! • • t « 
tmtmpUpmnt* B«»itf«t ihi » itaiiluisli, sUmiUl int 
i n t m Mffaatt sf r»»«i9fi im im9% tfiMUQii imtm 
lMti«Q« tti«t« hfttt b«»n « tfvatn tf pi«fi% tni lfi«» 
\M Mfiitai »xp«irtinQ m^unttlet* frnvr 
wi immM t«p«vt Mplta l Qiittft it »«iit tfw imqulrMHint 
•f tt^s 'Hitic m ci^ vvn idMunt « f i m s t m m i 
QSfittiat** mmh mwIIvy wmmt mf incMNi in uniwrtlava&ff^ii 
mm%Ml99» Bu% vfiiiitiwi «Qain«t tfi« • l « t « t t « l tt^wry 
« f f t « « lnl»fnait«fi«i If • hit am 
<»ytit tfi9 a«th«nit(it ef ftvuth ii«n«sii««i(in Im n»w •na^v/ftUwly 
In 3«y &«% tt«tf» tfsss Imtd Isft* iiiif«3ji{ifli«fii ef h^ mm 
• i i^et by •inyli« i « »usly iiiiusftitiittinf t « «igr«it 
iMqiilsWMtttt iiRprftvlnf aQfliiuliuirat «ut|iit%« Mutknti 
•Immrvftd **iivim imlisUiimi mfl iinat««j|y Qt««itli tfiSQUsili 
tmHis iM« •iiwly wm^ iaitttt t{i«ft m gtviitlv at 
3*0 The • t i t i « « f f f » » ttiiis ••nfiiain t ^ t fttivign on-
havii %mm Mtitfli ii«»m»iiti« |iiiti«f» lliia tm% 
pt«« « l^at iavaitpifnt iivaii havn I m i M m Vftpltf In th« 
•HIM af %liM« fii9»iofi ftnttrsHsAt sirHM wittwut iaptttita 
fwam aliMatf ^ tpt^wi •f aiMhwiga cMiMvy imuM hm 
ItaltMl* tlw » « in tm tlw oMwtH mf mi •xatisnfa <i«»fiM^ 
liM M M f m •ttM#e M tH* 
«Mi»%«ty itMinattta in»t«»«ifig tli« •ffcstlvsn*** 
1i Uf i « « t t *Tlui mf « « i f i « tm%%mmn ImMtifi^ m4 
lMi1»NiifliiO ft Paput i Ps»««« itf i«« fluy l iM * 
It IhitliMi i Til* « f i f l& « « lHi%i«»«fi %mlmnmm4 QMyth mni l f i « «t» 
frnmt^ mf tmnmtm {UMbmX mi^wrnitfl ItM* lit* 
1 ? 
af tha multlpliat pracass* 
3»1 Tha next crlfeiclaiB against free trade la ragardlno 
the affocta oF factor movaroonts uhioh led to dlaaquillbrium 
throunh ite «xport-4jiaa but thnra is no proof that raxport-
acctor cnvBloped at tha caat of dameotio ©utput. The critica 
further uno the dowonstratlon effect to raise cti'Hcism. 
j?nainst the nffcscts of intern^tinnal trsde» Dera mstration 
effect leads t" increese in the pirioa-levGl of poor countfiaa* 
But this crlttciaiB ir. not valid f i rst ly becauss t i l l nou thia 
d@!»son0tr®tian affact mm weak and ascondly I t induoaa to work 
and produce mora bscauaa aftar nil aaniration ta consuiaa mora 
ia posaihlG ttnl^ j» ftsr incrnasa in th^ mrrvy incoma, 
Tha f i ird crttiaits^ '.s that the tsrrar af trade hawa 
moviad adunr«ely for developing countries, f i rst ly i t is 
d i f f i cu l t to finally ascertain that advcre.9 tensf; of trada 
hava baan raapanaibla far alou pace of grouth and aaoondly 
0von if i t is true than actually I t is th© inf lexibi l i ty of 
tha internal rgaourcea to realloeata* 
3«2 Thus an incrsass 1 tha oxport-praduotian has a d i -
rect sf fsct on the rauth of the scooomy.With the ucs of 
dfiffarent Input-cQaffiol^nt© to producs different types of 
©xparta thafej w i l l be backuatd-linkags a f fsct . tjtpanaion in 
tha output of earoa exports rnay induce expansion in some other 
ssctors alar). The incoms dlatribution tjay alas be affected 
uAiich in ita turn will affect tha pattern of coneumption and 
uaa of savinga and nature of production• Tha dagroc to which 
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moddtn tachniquee ara u»ad in axport-produotlon uould d«te»« 
mln« tha extent of the carry'-ovar affocta* Export-aacta* ln» 
fact may in Roatou*© tarmlnaiogy play a strong taila as tha 
iB laadlng asotar In the take-off inta aslf-suatalnad grauth % 
3,3 Rark®t conditloni; uithin the oconamy ala i a f f s c t the 
rsoQpilvanass of tho ©naaoiny to trada 58 atimulua* I f inter-* 
aaotarai jralatianships arn ciany and roapansa ta oxponaion la 
rapid, t^an avan a weak stimulus can result in a s ign i f i cant 
cai-ry--0W8r« 3ut the aconamies af poar countries hauca factor 
iramobillty, price r ig id l t iaSf rsatrictivie tsndsticias In both 
factor and Qoods inarkotS| ignarannrj of taahnical paas ib i i i t l ea , 
litnitad knoulodQQ af tnurkat cnnditinue and entsreprunauTS-
All thoss handicap grouth and trads has a s l ight panetrating 
ptiuar* 
In tortns of Riastey^s schemat tht, fai luru of axport 
sEctor to haw« been a primary growing sector may 
be attributad in large part to the absence of pro-conditiona 
nacaaaary for a take-off into aalf-suatainid grouth, f^ any 
cauntrisa had not avan Qxparioncsd the aacind stoga of growth -
tranaiticinai ara uhan p o l i t i c i l sacx.il struoturo and yaluea of 
tvaditianal aociatlas ara attuned in such a way ae to pnrntit 
growth . Hanca i t is tha domaatic fact«r® rathor than oarry-
ovar of af facta of trada. I f thess domastlc obstacl-t'?. ira 
IB Roatouy U.y. *Staga« of Ecanoraic Growth', Cambridge Uni-
voreity Praaa. 1960, p, 39* 
19 Roatou, op, e l t , pp« 2-4ft 
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removad through suitable policy measures then th@ gains frsm 
trads ysuld ba graatsr. The aconsiny muat ba mado flaxibia 
thcaugh inweitmsnt in transport^ eamnunioation, education 
20 
and man«pQuar training « Then only faxsi§n trada uauid act 
aa a atran^ atiwulant for ^rauth and th® faraic^n trada wult i * 
pl iax would opataie, Ths I n i t i a l investment in th® foraign 
trade ssctDr gont^raias farcBB that bring iil'vut omrall urowth. 
But Bomotintee due to varitiUB leakaaas the e f f e c t of fomign 
trada multipliBt is rainimiEad, Tharafaro, i t ie msr© ippar-
tant that theso laakayas ara ramovori to havs the f u l l impact 
rif trade on orouth, Tban only the uidonin^i g^ p^ in balanca 
uf payment!? uoulrl be rvnumrti^ T-j f u l f i l the plr-nii af ihwrj'" 
lopmunt feXportShave ta irtcrt'asfi, terma of trade sliould if.i'-
prov» and f lou 9f capital and isid incruasa then only the 
foroinn trad© liould bs "ari angina of urouth", 
3*4 Sinca the olaaaical and naa-cl^s^ic^l eoanofnista have 
Qiv^n thalr vioua regarding trada, aavaral modala af grouth 
for doveloping economlBs hava baon oanatruotad. In a aaciaty 
uith tio capital to tranafarti that is uith na raaponaivansaa 
to the price aystam, domastic gtauth may taka plaoa in my 
way. Grouth may laad to larger output but in tha aana lines* 
Incraasa in impaste itiay k i l l off the Irapttrt^conpating aoctor 
and make production paasibilitiea av/an mora akeued and spaoia-
lisod. Grouth may ultimately naka tha country uoraa off than 
20 neir* "The International Ccenamica of Oevelapment* 
Th^ry and Practice,** - Harper & «ou. 1968, p, 2S2. 
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i t ua« before I f the loss in ttsr»« of txad® f o r lncr«aaing 
fdxpstta outwsinha th® Increata in esutput, Wuch dBpsndn sn 
jalasticlty af foreion demand, HarYirf-OoWiar tirouth mod®! 
etatPiP! that lnv®«tmertt IncrasBSB dua to •xpanentlslly axpan-
ding aapital faraatiein. In this madul a« 3nhn«on ua® the f i r s t 
to paint aut that grauth in ans csuntry snlarqsH ttada through 
inore:m«ri inuestmsnt as uall as shifting oomparatiwa ssdvan-
ta§a by changing facstor proportisn thr ough oapitaX aocumula-
tion* Suoh a shift need not take placQ minca the capital 
may bo diwld«d amung industriae in exactly tha same prapar-
tian as befcirB. tstm i f tha shift dosa take plana i t naed 
not bs in favour of capital intsinsius induttrios i f thera 
ars compl8ni8ntariti«8 as well aa gybstitutian iamong factors 
and capital i s invostad in ths land "it labour intonaiv® sec-
tors, On the daiBand aids, i t i s nsoassary t«3 taka inta ac-
cnunt inwastfflsnt alaaticitlss as uall a» rata of grauth. If 
tuo ar®a8 are c r^owing along Harr jd-Domar linas, th© faster 
grauing ui l l pull the alauar one alang through trada unless 
the diffarsnca in rataa of grouth ia af faat by appartunity 
diffarsnosa in incoma-alasticitias af damand for imports* 
3,S Haokachnr-Ohlin hava alsa givan a modal of growth 
thraugh trada* Tha modal aasunas two factors and makaa in* 
ternational diffarancaa in fncter andoumant tha crucial fac -
tor datarmining camparativa advantaga* The theory atataa that 
"a country'a axporta uaa intanaivaly th® country'a abundant 
factor". This praaumptian ia baaed on similarity of production 
2 x 
function batyaan tha tuo trading oountrlas* If produetlan 
funotians ara different i t would be a contradiction to the 
theory. It ia al»o potaible that though technologically tha 
production function for an activity may be identical batuaen 
cauntrlea, tha oparativa ssgroanta of i t may bo intanaiva in 
us© Df a different factor in each country. Than the effect 
yculd bQ liko dlffersnce In production function and tha 
modal may not hold good. Theorists haue eatabliahod a aat 
of cnnditions uhich ensure •logical truth* of Hecksoher-
Ohlin tJieorem, which di f fer depending an the definition of 
•factor abundance*• There are two dofinitiona - physical 
and price definition. Under the physical definition Country 
I is abundant in factor *>«• and country I I in fnctar 'y* . 
When C % ) y C V y y uhere X and y are equal quantltiea of 
factor® X and y. Under the latter definition the countriea 
are aimilarly described whan ^ ^ ^ ^ ^ ^ prior te 
trade t^en Rx and Ry refere to other rentala on factora x 
and y. 
There are certain condition® whan phyaical definition 
ia used* 
1. International identity of production function, 
2» non-raveraibility of factor inteneitiea> 
3, conatant raturna to aoale and dacreaalng retutna In each 
production function, and, 
4. identity of the conaumption pattern between countries 
at each relevent commodity price*ratio« Samuelaon aaya that 
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undar parfaot compatltlon and profit maxlmivation tha third 
condition uould be aufriolent to ganarata a atrictly oanvax 
production poaaibility curve charoctariead by a uniqua ra la -
tionahip batuaan factors and commodity prlca ratios* Uith 
thasa proposition i t can be said that in a two commodity 
syatBBiy uhora tuo countries ulth idanticnl production func-
tion for sach activity and non-rBveralblo factor intanaitiaa 
have a highor ratio of capital intansiwa t labour-intanaiva 
output nt aach commodity pries ratio. Uhon Identity of tha 
consumption pattarn batuenn countries at aach relevant coimno-
dity prico-ratio Is cansidarisd than prs-trado commodity prica 
ratios Mill be such that the capital intensive commodity u i l l 
be chaapar in capital abundant country. Msnca then ths thsory 
ia ttua* 8ut this model is daficient uhf3n multi-country ar 
multi-commodity Is oonaidored. If tha comparison of factor 
andownent is batusen country 1 and sum of a l l th® other coun-
triea of tha u^rld or batuaan one country and aum of a l l coun-
tries directly or indirectly in trade uith or between one 
country and each of tha countries in direct-trade then the 
Heckecher-Ohlin model i s not rel iable. Laontif aleo gave 
a theory. In hie modal though factor intenaitiee are carefully 
aacertained, the factor abundance of the country in quaetion 
ia net considered. So the question hou is factor-abundance 
to be interpreted remains unansuarad. Leentif by implication 
faveura bilateral interpretation. Studiea of Bharduaj (India) 
Tatemote and lehimura (3apan) and Uahl (Canada) have adopted 
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tho bilatsral Intarprotstlon by cantldorlng in addition to 
tho factor intsnaitlea of th« avaraga ag^rsgata sxparta and 
coinpatitivB inpocta firom apsoific trading cauntriaa or ra-
21 giona . 
3»6 l.aentlf*s procedure is not valid though its suggaa-
Hone are valuabls. '''irriw, Chanory, Solau and fllnhaa found 
that far Individual induntrlas In different countrlaa tha 
only aignlflcant dlffaranca balyaan producilGin functions 
ti 
Conaiatud af iwerall sFficlency torm, uhloh^th^t uharaes 
th® iaoquants could roraain the Sitne, the scala factor changas. 
This maaac acnnrdlng ta Mnha® that L an t l f ' s raqulrsmanta 
that the ©ff lciancy factor can ba ati.ributad to ona factor 
22 cilofia ia unauppartad by hi® spool f io Invastigatlnns • 
3,7 Krawia uas the laxt ana tn givw a nau thaary. He 
said that commodity compoaition of trade la dotBrminad by 
* availability*. Trado tanda ta be of goods that jro not 
available at homa b®cauee mf lack sf natural r-^aourcaa ar 
technolagical changaa or bficauaa the innovating country haa 
tafflporary monopoly* Kravia^a theory though attractive haa 
certain draubacke. Yst aevaral ida^a are auggeatad by hla 
theory e . g . , a country's importa dependa upon donieatlc In** 
elastic aupply and elaetic foreign su^oly, a country's axports* 
induetry will use the raw material abundant within tha country 
21 8haguati 3. "The Pure theory of International Trade". 
London. 1969* p« 26. 
22 3haguati 3. op. oit. p. 32. 
»nd th® rata of tachnologioal pragraoa In expurt-lnduatry 
yeuld ba the^ n in th« sams Industry of tha trading 
country* 
3*8 Lindar'a inad«l that oai»« « f t « r Kravi* d i f f®ran t i « -
iad bstueton trade in primary goDds and iniinufQQtur«d gaods, 
tH© former tsaing natural raaaurca intensive and l a t t e r a 
function mf technical aupariarlty, raanan^rlal ak i l l and «CQ-
nomies af »cal8# His ca itral th«sia i s "uoluraa af trada in 
BianufiJCturra of « caun!:ry with aach af har trading ps^tnarn , 
i^m taken a© a nrtspastian af fch® csir®ap®nding national in -
come af thasR cauntriBs u i l l bo higher the t^reater the sioii-
Isr ity in tfm dsmand pattern® tjf tha tr-uiing countries 
He reaeone that thm f i r a t requirement i » the axistence mf 
hotna darasnd f'7r a nan~prim«iry commodity to energe ae expertai 
secondly the pattern e f thia Internal demand u i l l detarmine 
the Bxpertsy and f inal ly the potential velune o f trade u i l l 
be lartjer, the largor the incame level af either trading 
country, A similar eet af adjuatinent ueuld apply to importa 
aleo« Linder*s theory has bean criticiead for the loeaeneae 
of concepts. Sesidee thore ie m lack of precision canoerning 
the concept of potential expert-range* Oeapito theaa limita-
tione, Linder*£ thesie ia signif icant. 
3.9 Johnson Haa produced a modol which sxtenda the Harrsd-
Oemar model ta International Trade. According to his thesie 
23 Ibid. 
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in a tU£} oaiffltry uarld^ i f balano* af payments dlsarfuilibriun 
ia allousd tn pBtaivt^ tha surpluv ar deficit uould help ta 
d«tiinoin8 th« qrouth ratss in th« tua countrl»B through i t « 
c f f »ct tin dtfmifftic dimand, Th« nrablsm ie S Given the rata 
of grsiuth in fint? country and tharafcsra the rata of grauth 
in i t » damjiftd for Imparts, uhat i^uld ba tha rata of growth 
re .uirfid to maintain fu l l aroplaytnasnt in tJi« fithar country. 
4,0 Econoroio axpanaian marsna nrowth af output uhathar 
a© z raault of population growth, capitsil accumulation or 
taohnioai proorass. In his raodal 3ahn»an has takan tho 
Oa«« rtf tua countrias Hancunia that is expartarB of nanu-
faotured gaada and Aqraris « imnertar nf foodstuff. Incctroa 
alasticity of damand f-jr foodstuff Is Ibs® than unity and 
incama alaatioity of damand fgr manufacturad gaoda ia graatar. 
In part I nf hia modal «aah country ia coniplataly aoaoialiaad 
ao that i t praducaa only rxpartablaa end dapanda on importa 
of othor godda. In part II eountriae ara inoaaialataly apo-
cialiaad aa that th«y ara producing domoatically aama of tha 
imparta* In both parte, it ia aaeunsd that labour, capital 
and tachnalagy ara imiRabila batyaan countriaa and only Qooda 
can ba movad intarnati^nally* In part III tha aoauiBDtiaR 
of ooffiplata immobility of labour, capital and tachnalogy ia 
rolaxad* In part I Johnaan saya that tha aquilibrlun ia 
maintainad b''tuaan oxporta and import* Nou oupposing Agraria 
ia atatic and nancl/nia ia a growing oconamy t^an ita doinand 
fat importa incroaood by tha amount of incrosao in ito output 
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during the p«riod and tho maQnituda nt its murginal propensity 
ta save an Impart®. Rata of incraasa in Its damands far im-
parts u i l l b® aqual ta rate of growth ®f its output fflultlplied 
by i ts BUtput alssticity af damand for impsrta that i s t -
^d/o^J) ^dC^ ^ CO 
that la inox as® in damand f tr imports^ and rate of incre aa 
of dsmantS far ImpartB, 
J - - J . dCfJ^-^ ® 
urfiartJ P « nrico ^f imraor'-s in tarras of units af exnorts, Fl cs 
quantity of i r ^ p o r t a , » marginal pranBnaity to aav» on iino®rts 
E « output s i « e t i o l t y af damand fnr imparts, 
R a rata 0T nrouth rjf output. 
4»1 Sinca Agraria ie static, Wantjlnla'a incroaaad demand 
for foodstuff ui i l net je Ri«t at unchangad priaa, so terRsa af 
trade turn againet Hanclnia prsoarwing intarnattmal trading 
aquilibrium t« Induce rasldants of bath oauntrias t@ divart 
thair c ^naUBiptian fram foad ta manufaoturas, thua part ef the 
banafit of ^ancunia'a axna laian acoruas tg Agiraria thraugh 
chaapaning sf its imparts af manufacturers, Lxpanaion in 
nanounia is trananittad ta Agraria aa lang aa ita damand far 
imparta ia alaabic: dapending upon the extant to uhich tarma 
af trada muat changa tn raatora aquilibriiMi, In hia third 
i r i i ^ ^ = s c ^ ) » - ® 
B m bailanea af trada initial ly zara; x « init ial axparta; 
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m « init ial impure, p « initial prie« af inpurta in tams 
af axpartg Ks^C^--.^ « alisstioity of daward far ax-
parta and - Czt- t ^ ) " alaeticity af cauntry'a damand 
M -^-fJ 
far imparta, Hanea praparti^nal tarns of trada raquirad 
ta imprava trada balano* by a givan prapartian ( ^ ) Z3L. af unit value of imparta axparts ia given by 
^ --dlk--(K^^^-i) , £ ) 
Sinca the axpanslan i f tljncunia ui l l waraan i t « 
tt.idm halanca at unchane«d tsriBs rjf trada in a prapartion 
aquai to rata af orauth of its imnort damand that i c ita 
rat© of growth and autput ©lai^ticitiss af damand f i r im-
portSf rata af datarraination of Hanounia*s tarma af trada 
uhich ia rtsquirad ta mairtt in intarnati^n i l aiuilibrium 
ui l i ba aquai ta produotiin tlivid«d by aliistlo fmotar. This 
will ba acjual ta thei praduction af flanounia'® rata of growth 
and marginal prapansity ta ®av«, Givan tha rata sjf grauth, 
trada u i l l ba highar tha hlghar Its marQinul prapansity ta 
sava on foadstuff and lauar tha dlaaticity af warld dawand 
far manufaoturas. This may ba msra at laes dapfsndlng upan 
tha causa af axpanaian and natura af damand far faad. Tha 
alaaticity of uarld damand far manufactura ui l l daoraaaa aa 
ita autput axpanda. Uhila fgad supply ia o^natant. It u i l l 
baeame incraaeingly d i f f icult in bath eauntriae to induea 
paapla ta canaarva manufactura rathar than faad. As a 
raault at aoma staga af grauth, Plancunia'a aoanamy ui l l 
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bsgln to •ualva «ti incr«asinqly rapid datarioratian or i ta 
tmrma of tfada and mora and irtortz banafll* Mill ac'TUs 
Agraria* 
4»3 Tha ra t « cif laas taF rsal iacsjm® dUB! t » d«t«ri«rafeing 
terms af trad* uhich i s tn b«s M«igh«d agsinst the rats 
of -if r « a l Income b»50aus® of rat® af inor«a®9 of 
(OP?) Id:-. 
' ^ ' H uhioh using equal C^) with 
d^ (I R 
Thu® a tirnn u l l l uH«n I^arcunia'p. !?«3l income u i l l dac-
r»a8!! and further grauth would actually deors-ase its real 
int;«ro«t advarae affect an terms nf trade war© than o f f -
setting the increaee in autput* I f expsnsian use due tg 
technical pregrses ^r capital aecuiRulatien» thla oeuld enly 
ecour eftar 4graria*s demand far Imparted manufactures becsfltoi 
inelsatlc beoauee gf (Marginal prep&fisity to save ^n imports 
is squal to incosie terms In Fi«rcunia*8 alaetieity of demand 
far impsrte and therafare Is leas than slastic by ansunt sf 
substitutian. In psrt II vitiare Johnson deals ulth the eass 
ef inC'snplste spseialieati^n ha says that m csuntry*s dsnand 
fsr Impsrts is the difference betueen total demsnd nd domss-
tic supply sf Qssds. Eeensmic expanaien increaeee demand but 
V -
desestie supply may Increaas at constant relative price osnso' 
Cjusntly exosnsisn msy dacreaas ceuntrles dsmand far impsrts 
tharsby turning ths tsrms of trads in its fsvsur. But thsn 
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th« yatia « f «utput • l aaUc i t y af th« o»untry ' » supply af 
impsrtablvs ta it* sutput alai iUoity af danaiid f « r thm I s 
than thw ratia af ita c^naumption nf Its preduotion 
than tha aituatlan uauld ba dlffarant, 
Lat C M canaumptian sf £«pr«tablaa and P » d^iaaaiio 
productisn nf thaw than changa In damand fttt irapatta ulth 
Q»auth at c^natint prloa i a i -
uhara C m marginal prspfsnr^t/ t » a wa output nn o naumptlan 
©f i.mnartablaf and w Btarginal prapansity tn pro !uc« Im-
partahlws than B ^ \ 
fC 
Uhather a oauntry*a axr msidn lnora«a«s ar daoraaaaa 
i t s damand far Impaftat th» ohanqa in tarns af trsds raquirad 
t^ raatoira aquiUbriuM y l l l dapand an alaatio f aoUr i but 
aaoh Cauntry*a • l ae t i o i t y af datnand far Impart u l l l nau 
dapand an tha alaatiolty af tata l damand f^r and d«maatie 
auppXy af tha inpartad Q e^d aa uali as tha ratia of tataX 
oanaumptlan tc? damaatio praductlon af this Qaad« 
\ ^^ i- p ^ ^P . c , p 
I f a Dount7y*a axpanalan daoraa aa Ita damand far imparta 
tha inoraasa in ita raal ineama bvoauaa af axpanaian af 
autput wil l ba augmantad by tha favaurabla affect af tha 
•naaeiatad impravamant in tha cauntry'a tarma af trada* 
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C9f)V«r»«ly i f dwinand f « r Imparts Incrvasas th« grauth af 
raal InQsins ulXl ba dtortatad and may ha esficallad ar aut-
ualghtad by a laas af raal Incama dus t» y^rsanlng af tarna 
af trades* Tha eanoiualan thua la that axpanslon will tand 
ta inoraasa n«9Qunia*s damand far imparts and dacrat^ea 
raria 's dam»nd far imparta a*c«pt uh«n paasibly pithar ax-
panaian la dua ta tachrtic«l prsgrass uhicH i » nat praoaading 
muoh misra rapidly in industry thait in agrlcultura ar axparv-
aian la dua ta papulatian grauth and aqricultur® Ib subject 
ta anly gantly dinilniahina r«turns• 
4t4 Ttiia analysis is basad an tua cauntria® aesuroptian. 
It axaqgnratas tha panniturta ©f th© influanat? af acsniraio 
ffxp nsion ain tssrwa af trajde isnd thr* rrsulting dliistrgsfica af 
vmai irint^ tna and cutout. Expsnsian nf wnw eauntry can in-
fluanca tarw© fsf ttada af al l nii«rnber« af Its graup ta an ax-
tant dapanding an tha oauntry'a shata in u^arld trada and th« 
elasticity af iMrrld damand rar its graup'a sxpartablas pra-
duoad and will alaa Influanoa its awn tei^s af trada mara 
than any athar mambar cauntry. Thus tha oaufltry*a own paoa 
af axpanaian la mara inpartant* 
Baaidaa Jahnaon, taui* has alsei givan a madal. 
Kindlabargar haa akatchad aut variaim ralatianahipa batuaan 
trada and graul^. naada has alea pastulatad a highly aaphia-
tioatad but a esnparativaly atatie analyala af tha affaete 
af intarnati«nal intagratlan an tarma af trada. 
4*5 Kindlabargar haa given thraa braad madala ta atudy 
tha affaota af trada an grauth. 
I) X 
(1) uh«r» tirad» is a leading ••otor »timulu« ooming fr»iii 
abroad, 
(2) tr«cl» ir: m bftlanclnr] amotir, adjustment af tuad® k® p« 
pacff ulth daciMtic transf irmatiain, and, 
(3) ttada in th« laggini) umtnT^ th» stimulus ta dBWiilwpjnsnt 
1» Intiirnsl and tt^d» may ilou qrauth. 
In thffl f i r s t madel i s th® Iwadlng Bactor, 
ftXpssrfcs n^ou incriiaainq tha demand f'ar innut® fa wxDsnd pr« -
duetlan, Incnmaa af thm f.^ ®tc»r8 wf praduGti^sn Inortsasas, nau 
oroduotion atlmulatata teohnslfwrjic«l ohanqa«« InvnatBiant In-
craasas etlmuXatinq rjrauth. Thus sxpansian 13f axaurts leads 
tjrsutfi fchr ugh tschnal-inioal changas gnti inv«8tp#nt and 
^ j l l lng daroand sv/at wther asfstnrs af tha aoanany. But far 
«xp»rt® t® laad gr»uth fchtr® {nu®t b® Capital farniation .^ nd 
rasllaci^itlsn af raeauroaa, Tha largar tha gains fram trada, 
given thaaa pracessas, tha faat^r and mars certain uHl 
2* grauth b a ^ . Out Nurkse bslieirad that expart-led cireuth 
2S le a thing ef paet 
4,7 In th« aecand medal trade is the bi3lanolng->aettter 
f i l l ing the gapa between preduetien and e^naumpti^n. Nurkae 
Buggeate that develapln^ eeuntrles oannet Industrlallaa ana 
predust at a tiine baeauae r?f la«k ef demands therefera in -
creased incot^e is a ant «n a uida number »f geods and, there-
fera, i t is impaseibla fer underdeveleped oeuntrles te start 
24 Kindlebsrger, C»P, Fereign Trade and Watifsnal Eosnemy. 
Sembay. Vara XX. 1962. p. 196, 
25 Nurkse : Patterna af trade and devalepment - Leaturea. 
Oxferd, Slaekwell Uiokaall Leeturea, 1962« p. 19, 
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• f f an pr«dueti»n of «ny «ingl« lndu«trl« l »utput «n • f f l c i «nt 
slna« i t oannat absorb ths •ntira nutput • On« salutlvn 
la is preduc® f « r farwign market alanQultb praduotlat^ far da-
mns t i e markat. 
Tha third nwdal sheiua h»w grauth can ba h^mparad by 
t»ac3®, Aacarding tn Pralalsnh, Hyrdal, Sinpevand iurkew rtmuth 
in undtttrdMVel ipatd amunteiaB must pmammd thrauoh d^mmstic itv 
dustrial isatisn alnco impart-led grsuth i s nat raiiabla* 
Damastiu inwestinr-nt u i l l inaraasa dutnand Tar capital aauipmant 
frgm 8br3«d. Since axparts ar?? rirauing alauly, imparts nat 
v i t a l f o r Qtawth ©hauld be out dsjun, Tntal in|3aifts ui 11 nat 
r«duo® but '-httir onPimfidlty anapasitlsin w i l l b in favcsur af 
macblnsry ^nd primary praduots. 
trad a 
Thua i t i s r-eim that ab intesmatlsinal/has Qainad lm« 
partanca, Haekach«r-Oblin marial last I t s validity, flsu tnadals 
af qrauth avalvad* One anoraach f-touaaa sn acanoreiaa «3f seala 
27 
and the ether en teehnieal ehanCiaa • CeanaiRi e nf soale were 
nat ignered by Ohlin» though the rarent litarature redefining 
hia thaery haa ignarad i t by aaauming linear hamageneeua pre-
dustien funetien, Linder aaya uhila trade in primary praduet 
la explained by diffaranoea in faotfir andauments trade in menu-
fattture is axnlained by aimilarlty af demand pattern® in trading 
oauntries, Strengeat favaurable market ia feund in oountriea 
Uhara the oempaaitian af demand le abaut tha same that inoi^ me 
26 Nurkae : Seme preblama af Capital Fartaatlen in under-
devalaped oeuntriaa. p« Delhi. Oxferd Univ. Praaa* 
27 Garden, U.n. i Same Raoent develepmenta in the theery af 
Internatianal Trade, Harper & Reu. 1961. p. 32. 
a a 
8aplt« la similar, Heokachar-Qhiin modal says that 
trada takiss place uh»n cauntfloe are diffarsnt. Llndar 
augg^ats that trada t i^^ a placa uhan they are aama* Hiraoh-
nan aaye that aoale factor is ano dsterainant af pattern af 
ifflpart-*raplaoeimant» Paan '^t^suggest th^ t^ trade can ba oauaad 
by teohnioal changaa and duvalapment that Influanoa sama In-
duairiaa and nat otherR mr happans In sapu Gauntries anly« 
Trade takea place during the lag tJiile the reat ef the uarld 
initataa «ne oauntry*8 innavati^n. Kravia auggaats that i t 
ia the alaaticity af supply abroad and its inelaetioity at 
harae that laada ta trade* 
4,9 Hsnce i t is saen that nsu ap^raaehen ara baing ax-
plarad raflaoting the^Satiafaotian with ths olassisal theory. 
The claasical thaaty uaa a ainple strootu^'a leading to small 
nu!ib«» af cenoluaiana* Tib neu thearies are highly taxanomic 
canaidaring aavaral pnsaiblE Oaaes, Thaae nau theariea lead 
ta empirioal vsrifioatian* ths praminent cantributien being 
niekaily*a atudy af cencantratian in uarld trade and Cappaoka 
analyaia af the inoidanoe af eoammio inatability anong tra-
ding rtatiana* 
lyp gyntyfjl,, and. Pfyf 
5*0 One branch af Intarnatlnnal trade thaery deala with 
the effacta af canmeroial pelicy an the welfare. One af the 
neat impertant iaauaa af teday ia that af determining the 
aptimun oamtneroial pelioy ef undardeveleped ceuntriea. In 
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rsCBfit y«ar« thera has batan much discussion an tha dasir* 
ability «f eueh osuntrlss adaptioQ prstootlan pslielsa sueh 
as tarlffsy quantltatlva impart raatrlotlanf multiple sx^ 
cHanga ratasi and trada tsxaa, Thare can bet tu« axtretne 
eltuatlan8:<* 
1, frsa trada, and, 
2, na trada at a l l . 
The olaaaical aoMal balisyad that limitai trade ua» bat tar 
than m trado and frea trada faattor than llw'tsd trada* The 
gains nf trade uar® diviilari batwasn participating cauntrlaa 
anCdrding to the tsrros mf trade uhioh dapandod mn roaipr»cal 
damand csnditlana in bath c<^itntria8, Intarnatianal Trade 
no daubt nver tho past oantui^ and a half aa continuad ta 
apan up neu a'lnartunitlas af eoaciallBisiti in and dawslapmsnt 
far a l l cauntrias ongagin^ in it* Vat thora ara ecansraiats 
uha fael that daapita the contributiana that trada haa made 
ta warld aoonamy, i t la rtat a papular angina af grauth, 
Thara are sav^ral raaaana far thiat-
(1) It laada ta dap^ndanoa an extarnal farcaa. Paea «f 
acanamio rfavalaptnant cannat ba aat by danaatlo paliciaa but 
by faroaa bayand tha cantral af indigenaaua autharitiaa. Tha 
ftara axparts inoraaaa tha graatar la tha dapandanoa* 
(2) Faralgn demand impfngaa anly an limltad aoctar af tha 
oeanany. In undardav^l^pad oauntrlaa b^ara axpart-earninga 
camoa fram anly aingla praduot, axpart aaotar can raraly 
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aot • vahicl* af rspld innavatiffln la ^thnr sectors. It 
fallat ia pravldn mamantiMii to tha ether parte sf tha ecanamy* 
Sosldae furaign damand is wsry warlablti fluotuatlng with 
the Ibv&I af Industrial activity* Thasa ara nat aaally a f f -
» « t by parallel cHangaa an tha aupply tlcta for supply ia 
highly inalastic Ov/ar ahart-periad canaaquantly ^anavar 
ilamanii and supply divarga, price fluctuatas uialontly* 
(3) Thar© ia ax laitatltin by n^ uancmd otiuntrlas in ragard 
tfj pricQ datBrminati^n af th« undatdavelopai cauntriaa 
parts* 
(4) Faralon trade nn 1 rnqor aparatsa nn in l^ '^th nantury 
allauing tha primar-/ pradupinq countriias t& make f u l l us® 
0f thair axpandino raaauroas* Thn transmission of grisuth 
fram faralgn markat thraugh fsroinn trada ha» caaaad ta ba 
a auffioisnt pauarful angina af davalnpraent* Thia uaakaning 
af tha pauar af f«r»iOfi tcada la nat beci^ uea the danand far 
induatrlal oauntrlea hawa caaaad t® avsrflau intarnatianal 
baundarlaa. It is because tha damanda have changed in cha« 
raotar. Or boc'^ uaa tha laas davslapad cauntrlas ara laaa 
uall pl«cad to maat them* for ana reaaon ar tha othor tha 
ahara af undardavalaped cauntriaa in tha uarld trade haa 
dscraaaad. It la maat str»nga that thia happened in 1'SOa 
\Jhmn tha uerld u»b in tha recurring situation In which a 
high lesval af induatvial activity praaaea an the eupply af 
primary praductb» Thus thaaa oauntrlea cann«t rely en 
expanding market ar raaaonsbly atabla terms af trada and 
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o«n9«qu»ntly tha •margsnoa af prateotlva palioiaQ toak plaoa. 
5#1 In 1930a and 1940» throo atgum®nta far pratRctian 
u«tra i^avalapads-
Tha toriaa sf traeta argument thm ooncapt of aptimuw 
tar i f f tiiieh bslancss tlo laais fram tra^a reatrictiona du® 
ts dlanraaaaJ intarnatltinal divifsian sf labiur against tha 
gaina dua ts» irfiprntfad tsrirss i f tr^d®. 
2, StalpevSatrtuelaiin'a ^listributi'an af inc^ma avQvmmt* 
Thsy shsuw i tfrat i t is passibla far th© af faotors in a 
tyo f ;Ct ir matlol tm qain abaalutisly an vmXl 48 rolativaly 
fm® a tar i f f * Tariff y i l l incr®«as rsal incnna af a coun-
try* a acarcB faotar bscauae protnotign inor«a««a the intar-
nai ralatiiia prioaa af If^^atsrtabias and this incraaaes tha 
raal incoma af tha faotar uaad intansivaly in it® praiuotian. 
Baaidaa impartabia tmad i s intansive in the uar; &T sQarca 
faet0r« 
3. nareantiXiat argtffasnt uhich says that afflplsymant appar-
tunitiea dsmestieally inoraaae with pratf'cti^^n, 
5,2 All thaaa argunsnts haua baon davaiapad and rafinad 
aubsaquontiy. Dahnaan rafinad tho thaary af tar i f f ratalia* 
tian and damanstratad tha paasibliity that i f bath oauntri#a 
faliou aptimt^ tarif f paiioy, a not qain ta ana af 
them raiativa ta fraa trada could ramain* Kaap ahaua that 
ualfara with a prohlbitiva tariff\i»uat be laan than with 
\ 
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any dagreo af iiraitad trada. He b^liavaa that free trada 
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brings g»ln»« Hab»rl«r shows that rloldity ef faotsr pric« 
2s 
may cause trad® to bring about unstnployfflont • Hoade 
alse dswelaperf a vary cansnliiiatad thacury » f protectisn 
In uhich h« us«s th« imprawed warslan af Infj^nt Industry 
arguroant. 
5.3 An aot af rcsn^imic palloy l ike tarif f u l l l havo 
different affaot® on ttifforant saotiams af ths carauiunity. 
It way inaraas© xncrsrsiu of on© and flaorEaso the Inc ma of 
the i thar, n import-duty upan a «;aad Isaels tn a diffsranca 
bctuoen the h t^pc «nd fgroinn pric® nxaotly equal to the 
atnaunt of duty. I f tliir. d.lffarfincn u.® grsatpr than that 
iraparts yould bs titimulateJ and i f tha difforssnce is leac 
than import® uaulM bt5 mducati* Th© price diffsrencu is tha 
rasult sjf rise in tha hc'ttie prica ansj f a l l in the faralgn 
prica. If th® Qoad on uhicti duty is itnpasad can be praducad 
damartically the price risa uilX be less and i f tha g^gd 
cannot ba praduoad uithin th® ec msroy t'le price-riso will 
be high. On the other hand if foreign supply to inelastic 
then the impart duty will decraaae th@ price mora since the 
faralgn praducars uauld ba compallad to sell at lauar price 
as they da not have much Contrai avfjr the supply, Schlillar 
has laid doui the rule that price rise duo to an import'^uty 
u l l l bo greater tha Boiallar is the import in relation t« pre-
duotlon af the exporting country anM th« gtoator is the Im-
29 port in rolation to the production of tha importing catvttry • 
28 Haberlor> G«U* The tho<3ry of Intornatlonel Tradr^  uith ito 
application to comRiorelal policy. Ulllian Hodge & Co. Ltd* 
1950. p. 2S9, 
29 Ibid, p, 230. 
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Bsil4«tt thtss^ dlract vfrnots, t a r i f f s havs indirect 
e f f oo ts alt^o* Through t a r i f f s there i s a displacfuneint af 
tha dsfnani dspenaling up»n the a last ie lt/ af diinand* Impart 
dutiflfi tand ti^  daoraaae axparts alatj ainoa tha faetora af 
production uauXd nau he divortasi tauarde praduotion af g^ads 
that ware fonnorly imparted• Tari f fs have a favaurabla a f -
fect tao» Thay impraue thB balance af paymants situation* 
Itoparts decrsasa tharefara prasaut® an foralan axchanga ra-
nertfBvS diminishes thiugh i ts suoply f a r the tiraa being ra-* 
mains the sama* Caneanuantly thn monetary and fgralgn ax-
changa is set in motion, Gald flauo in ths nauntry and manay 
quantity incraa3t?e« f^ild Inflation ©ate in oiwing stimulus 
ttJ invaatment but thia la anly a tafftparary a f fact . In other 
ucirde t a r i f f s ira diatart the ec^namy. One country gaina tha 
othfsr l osss . I f thft gainers f r n the pal iay csulti cafopsnsate 
th® laanrr. than there wauld ba imprawawent in tha pa tan t la l 
ualfar®» Every an® cayId be ma « better o f f by tha palicy-
naad« intteelueea tha welfare aopraach to th® tar i f f palicy. 
Ho aays th«it thara uauld be actual Imprawamant in tha national 
welfare only i f tha act e>f palicy Incraaaea the afflclancy in 
tariiia sf Income distribution, Tha nau ualfare ecanamy la not 
cancarnad uith anly th^ affects of a single palicy but the 
ta r i f f palicy cambinod ulth cowpenaation because cempenaation 
atharwisa may not always ta^e place. Pleada gave the concapt 
af '^aecrand Beat** In hie * Trade and Ualfara*. This uaa later 
an elab«iratod by Lipaay and Lancaater. It undarliae a c l a r i -
fication by Shaguati and Ramaauany af the ralationahip batuaan 
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sptlmiRn t a r i f f and aubsldlas and playa an Impartant part 
iri Johnson's reuiew of t a r i f f pol iolae* Though eiraple the 
idaa Biakes a big impact an the thssiry 0f eofiinoinlo p« l idy 
aa Tlnborgen-PJaaiiB syitem of pallcy targ'^ts and instruinantal 
wariablas. In a §iv#©n situation tha ncsnoiny la subject ta 
c^natruints which set i lmi t ta passibl® pa l ic l©» « Tho tach-
nioal praiuotisriy the damans pattarn and faraiqn damaniii and 
supply canrfitifina uvb tha main cwnstrainta. Uith these cone-
trslnt;?. ati Bonjmlo nalicy w i l l maxlmls® scnnnmio e f f i c i ency 
by ariEuninq ©ithar Campensafclnn tir u"tfaro uaights, Plaada 
call© them cndi t inns f i r litersi^n r f f i c iancy tjen^rally knsjun 
3.S Paretian fiptitaum C'indltlans» Ualfarn would bo roaximiocsd 
i f b'^ jth sats nf pr ices, changed due t^ t a r i f f s in two 
caun::ria8 wQr® at, th » i t Paretisn ualuos but i f rino fiat i s 
eejnstrained than th® 8»5cnnd best uauld naad ta be st a nan" 
Paretian valua» 
5«5 ^ahnaon's argument far t a r i f f i s that tha f i r s t 
solution far tha undardawQlapDd cauntrias i s ta haua direct 
taxes and subsidioo, but i f thi£i i s n i^t poasibla then the 
saennd bast i s t a r i f f pratacti^in thaugh i t w i l l hawa adv«r8o 
e f f e c t s * Hia main paint is th^it domastln distartione should 
ba oarraetad through taxes and subaidias damsstio canaunp-
tian and domaatic praductisan ar damastic factisr uaa and nat 
on intarnatianal trada« 
5,6 An impartant aapact of this aacsnd-baat thaary is 
its3 concarn abaut the affect gn uarld walfara af a dacraaaa 
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in tar i f f s by ona oauntry* It is said that i f one coiuntry 
il«orB~o«B t a r i f f svart i f tha athara d® r»fit| than tha uarld 
uelfsra usuld inorsass. This is not aluaya tfanak 
has defined in raare praciaa tarms the oonditieina in uhieH 
ualfara may inoreaae ar daoca^sa due ta unilataral dao** 
raasa in t a r i f f . H« shaua that I f th is dacraaao i s that 
nf an rsxtraroa t a r i f f that is hinh©r than afty athsr t a r i f f 
than ualfars w i l i incrasisa. In erdar ta incraasa usr l i uel-
fare by dearaasinQ uarld pratactian then the t a r i f f s sh-rji-ld 
be decraasad from top tiounuarda 00 th^it tha highest t a r i f f 
ia reduced f i r s t * 
Bardhan hae str^un the rsffpcto ^^ protection on tarms 
of trarte. He ®ay» that hari^ontal extarnal economies that are 
rpl^tf0nt in th-; context ^f ecanninio dawalapfnant i s that thay 
appaar with nn expansion nf output but da nat disappaar uith 
30 
contraCtlcjn » Tiis formod tho baeia af infant induatty ar-
Quwont, Tha prsbiam i s af a atructural change in the pattarn 
of opacialiaatian uhich is wary important in tho aariy atagea 
of ecanomic davaiapmsnt in undardavalapad cauntrias. The 
BXtarns l^ ecoinQmlaa through pratactian bring an irrauaraibia 
ahift in the axisting tranaformatlssn curva far tha aconany* 
It ia assymaci that tha tarms of tvadm @f pretaotlng oauntry 
ui i i impinva «r datariarata accardinQ ta the Qauntry*a price-
alaaticity af demanei* Tha tarms af traala u i i l improve i f 
30 3arrfhan, P. "External Ecanofoias, aoanar<i6 davaiopmant 
and tha Thaary af Protectian." VIel, 16. f4e» 1. 
Naar 1964. p. 40, 
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tha tar i f f Inducos an Irravaralble shi f t tn tha oroductisn 
canditlans of importabls5» produotian# The changa in output 
and onnttutnptian minht. prariune a nBgatiwH i^xobse demand far 
impartabldt «v«n i f the marginal prepensity ta oanauma af 
ifRpartablas is graatar than th« c«untry*s prioa-alaeticity 
af datnand far iroparta. On tha athar h nd the tarroa of trade 
faay datariarato i f tha tar i f f indue s labaur-aawing iroprove-
want in tha eapital-intansiwa iriipartablsp industries. 
It is passiblo thi^t axnanaian af ana in lustry under 
prataotissn raay lead ta exqansifsn its supplnmsntary indue-
try tharsby daernasing i ts cast af r.rpiducjtlan and innroaaing 
the prafitafailit/ af thaa® Induatrias by ueing chaapanad in -
puta» But as riaming aairf that industries are mt.fsnly cam-
plamantary they are caflipating far facters fsf prailu tian^^ 
Then the adwantaQfi would be effaat by rising coats in a 
general equilibrium situatian* Generally pretactian is deve-
ted ta induatriee preduoing impart'-eubetituti-'n* In under* 
detf(3leped ceuntriaa primary axpert-aector deea net serve as a 
prapulsiwa aaotar partly becauaa af expert-enolevee* belen-
32 ging te; advanced aeuntriee and pertly due to markat impar-
33 factien and instltutianal rigiditiae • I t may alee be 
31 rieniingy i^ iarcue t dcanarRlQ 3aurnal, 1955* 
32 Singer t The diatributian af gains from Invaating and 
barrewing cauntriea. AES Ray 1950« 
33 nyint t Tha gaina fram International trade and back-
ward oauntfies. Reui#u af Coenamic Studli<ja. 19S4-55, 
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beoautts af ao Hirschmap auggnsts th» sraalX linkaQa afr^'cts 
•t A 
af primary pr«(<ucti»n In und«rci«vol«p»aI oiuntriwa » 8ut 
prstscti^n alcno ie It ba csupl^ ^d ulth •ub-' 
sliiiaa and othar axpan33l0nfiry peiliei»s» 
5<i9 In th« area af Intarnafclinsl tra and payn^snts: th««s-» 
3el8c on® "if t-10 frost impartwnt ioauas nf tet^ay i s tfi® fietar*. 
aitnatisn af aptlmm o@mmmraL»l palitsy ?3f ufirffflr5iow«i« lurf noun'* 
t r l f i s . Rany i=jcj3ntjniist3 q lwn thn l r y l sua acting ii^ iam 
Raul Prabisoh ia j^ns raf the? anst Imnisrt j^nfe rvnanrtUno ta 
hltn muntrlein hav^ sjxrisr-snce^ lanq-run aJatar-
laratian in their tnrmn nf tra«!8 an-i, tharafardt thuy sh^juW 
csuntsrsat this hy Itupaaint] t a r i f f s ^^ . This^  ti-juli^ laad ta 
b^Bttar nl lacat i in sf ^O'^ ircB fetsilGn cixah^nns tm&rms^ that 
i s rsfeifining s f fpc t t CJ t;h.it anly ^jltally imnsrt«nt imparta 
ara allsuad. fiscan^ly, furthar rfcsterisrati^n at trarfna af 
trasia 'j-^ u.l'i bs trrsventaiij thour.h this* baa^f i t taf prataotlan 
lasds t? sav'sral ather problefaa. Thirdly, PrtJblsch sayc that 
pratfsfftl'sn uXll change in the ©asnamio atructurn, feha f l a x i -
b l l i t y , th® vitality, change in social structure an^ persona-
lity nf 3 o®untry» 
6»D Preblsch ©xnlaina uhy torma of trada ga aqainst tha 
vndmtiiBvnlnpmi countries which ha calls "pariphary ceuntritta**. 
r«r> t;? t^snparary increase in decanal tha prints increaaas, ae 
the preflta are tranafe red from centra (^aueleped ceuntriea) 
34 Hiraehman t Strategy of rcaneroic develspment, Cambridga, 
Harwaril Unitf# Preae. 1970. p, 110, 
35 Prebieeh, R t Cemnerolal Pelicy in uniierdaveXepeii ceuntriea, 
A.t.R, Pepere & Preoeeeinga, V©!. XLIV. Play 1959. p. 252 
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tv th« notlphvry* P t i c » » af jitlmmvy Qooi« l n e r « « » « fur the* 
mara than the prloa af flni«h<3 i g@«il8* But in th« til*un<-
suing th® nrlooa f a l l a much greatar p0re#ntaQ« m th«t 
tha gap bf^tunan tha pric«» sf th« two Is pr^graselvHly wi-
ti«na4 laa^lng t?3 Incrtsaae In the incow© at oentira* Some 
s f tftss IncrBaaofl px^fite in th« unauint] utb rosppeil uo by 
high'ir us»50s but In the d-junat-lng thsa u sgos ara 
Cistmnot bi3 nsiluaKU In f a l l in Bmnl-jyment as damand 
f&T primary pra-^ r'ucta Is iacrsasing, Incnma thus fiI»or®as.B8 
by fnaans mf unst^Dlaymant;, Thus Ihsa tcsnas ^f trad® mswe a«l-
v: rsRly f'jr the uniiernsuoLipwd tsauntrios. Honne prstisotisn 
i'-f riu'at fnr umdttrrfav'^ lapasi cuuntrlss. 
6»1 Vulf. thasiry nf nnstnctlan nlvon by Problfich haa baen 
©overfly critici«©«f by Flam^ors • Anosrding tm F'a-Klers 
iidirifr aannat inprava tha terma if traa!0 thiugh I t may sl»u 
8iat.«i th® future df!t®riaratl«n» Probiech ha«4 satat that prateatJbn 
uauld provant further ^atsrlaratlon tm uhlah flanil^ra aaya 
that Prabiaoh fail«t^ to acknoulailg© this f-.ct that oontra's 
graataat ouGtamar ia BeitM I tae l f , tharef^ra, ths <^amesti8 
s^ amafxri wi l l hava a gvaater impaot ^n tha prieea af axparta 
ralatiwa ta faraign iamansl, Menca pr®teeti©n wil l nat aiao-
raaaa prloas af liitparta BlQniflcantly. Tha eauntarvalllnQ 
af facta of tha tar i f f wi l l bo etlffuaad amcjng many osontriaa 
ar tha oentra anai henca influanoo an orioe af imparts wi l l 
ba laaa. 
36 flanriara, R.O. t "Prsbiach an PrataetianitMB t An Evalua-
tian* t-can^inic 3aurnal, 3una 1964* p« 305^ 
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6,2 BMi^ea tha«e t a r i f f s th^r® are ssveral ather bar-
riert ta frse t ra i « « On® af them i » import-nrahibltion 
thnugh i t olsaaXy r»iniabl«8 t a r i f f s . Cwiarally thsso Im-
port-pr^hlbltlonii axe imnesisji far haalth^ saourlty aniri 
ral lty raasorts in ardar ta ilscrlminata bstuaan how* anil 
ffarelgn supply^ ths Bsrly 19th c»ntury# But iluring th« 
for 
uaif and tharsaf^at thesy nejrr uptftf^prfftRotianist reasana ani 
safoQUarding the bjjlance s f paytncnta p«i©itlfm» Sccand tno-
thai af corttirollinrj trads in tfiraugh Bxp0rt-pr0hibitl0n 
th ?ugh In tnadarn traae policy thay are nat csneislera i wary 
important. Durina thti uar in nrrier ts an©ui'S domastio supply 
of raw raaterlais ansi fasi^stuffs, this tufjtha^ uas intw^ai'cesJ 
uhiah uas i3o@n reiRoved, The next ruethsa i s system af quatas 
in which a r iven quantity af a goaij i& purmittad to enter 
duty-free ina imparts in vixcesB af thsit ijuantity are chargeil 
wi th yary hcjayy suty, >uuta system has maris adivsree e f f ota 
becauas i t eut® a l l l inks botuaen tha homts price and uarli 
tnarkrat pric® an«l the orica-rowchaniein thus eioss nat ©perate, 
Thi* qudta system ie most i n f l s x i b l o and i r ra t i ana l and in* 
terfares uith the international siiwisian af labeur theraby 
reduoing produetiulty* 
6t3 A nou branch of Imp^rt-contrtil ariginatad uith 
Ulnar 's "Tha Cuatame IJnian Is8U«", It uas later on alaba-
ratad by PlaadQ, Lipaay and others. Their develapment uas 
further stimulated by ECf^ , But its sppllcatlan ie muoh 
wider than th® farmat.lon of neu ouateRi unians, cammon market 
4 5 
fs&B tWB a^ aTB&n Vinur'a central pi-epesltlsn ua» that 
QUst^ fR uni^n nat si mmmmtint tduard® free sines i t 
cambifi^ E alciBsnts mf fx&mt tra^e.wttli slBraente @f grsatet 
prats0ti®fi, Uru<«r this eystsiaj tu» ©r iBara c®ynttl8@ f a t » 
a tinl®rt entl trrdu fjrsejXy yith esjch but dlw«rt trada 
fr®ia r®®t wf tt^ ss trnvM^ Thua there i s fr&a trude plua 
prefc8stis>n« But i t le ':J3Pfiblr t^cst af the member oaun-
t r i es sf the onian prsf«uce c c^^'tf^ity yhleh is aro'^ ucs©^ in 
saniB sthar Cfiuntry* Tlien chare uiul^ bs la tradf' sliwisian* 
Thus oust®® uaian i t l iks ly to bring ^ain th® greatBr I s th® 
©egrse ^r aut-srlappiric betiiO.?n clsar .if nr&duaeiei 
untiar t a r i f f pratcotisn tha uni^ -.n oauntriea* 
6»4 nth»r ujsyB of fUeafsutatqlnq ft^a trailt are 
1<, maklfni cuisfcom re^ulstians urry cawiplicsts-sl •i i f f iB.ult, 
2, flliscriiiinatinti fr^i^ht rates* This I t u«®fl to n tws te 
nxorartc sniJ check Iraoerts, 
3, special taxes anrf efuties sn foroicjn cnm!«reial t r ave l -
Iwrs, 
4, th» ©tata may i i r » c t ar Inrfiroetly exert prasaurc an 
t%®m@ buyerit tf^  forege the c^ncumptirsn ®f foroign gasrf© «wsn 
i f thay ©r© cheapar and batter, 
5, th® ©tats may ^neaurage thr uQh tax-cansessiana ate . 
th« oitize'ns to consume hame praducts ar i t fn«y ala® mak® 
i t oe(!)pule@ry and f inn l l y i 
6, Qivin?! tax-oonceasl'snB and subaiiSie© to oortain branchaa 
®f pr^^uBtion and firme in order to etrengtiten thais in their 
f i ght against foreign cempPtitisn. 
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6.5 All Ui»«» mfitbai»i8 thnuqh afa nat hav0 th® ^tfoot affaata 
9f tariff yot in<ilr»ctly the effacta afo raaro or legs aimilar. 
Thay iliaeawraQa fr«i« tta^n and siivart praaluctlTin fram th« 
retinnai linea cif int^ffnational dlvialan mf labour by s^lwfjr-
t lne ©^iRansi iauard« \vms edeis , Henc© thsa^ jsisthoala hav« a l -
rniiat th» aawit; merits and dafsicts as af t a r i f f , Intorforanoa 
uit-' f r ee tsfryif! majf ba acfiantlal tn u n d e r l i e s a u n t r l a s 
but i t ttt-y be in tJis fartr. af imiustr ial srriaultuffal dava-
laamanfc nl-sns, Cammwralal a.-ilisy shaul^i bts paiitlva 3o that 
pro'iurttlnn aas^  cnnit-il b- It i s not nscsa-
fct'ty tha 1- v.fatlB harrv r?. xnyalidaVo thf t'loory f f ewropafatitfo 
r.3u.t. The ifctual trouble le t liftii^rdnu- XipoU countrloa sto 
not kn-3U uhst nrotJucfcian c^n tae ascparted at a p m f i t ar are 
nat nrGparecl ta r^ixft tn nau linr'^at I t i s lack af Unaulaiga 
unii in? l : i>f ibi l i ty rathar t'lan tradt? barriert; that l imi t nau 
expart-BKnansian. In f a c t having lay uags rate thay can pra-
duce labaur-intsneii^e goada at leafier oasb af praiuotlon* In-
frsmatian ©brsut axpert® af manuf-otureil goad af Hangktsng, 
Jamsies?, 3nnan, Kara^ c to . shisu' that oxistlng barriers da not 
slimiasate the gains from t ra ia , 
6.6 for underdawtilapBd cauntrioa import-nlannlng inwalvaa 
a de ta i l e i scrutiny of damsstio requlremcsnt, 8?>urce« of supply 
and means f paying Wisni, External ae^ i^iBtanca and its abaerp-
tiva capacity i e \i©ry important. Increasing tamp© af dav@lap> 
nant incrBasea im orts atraininc the balances of paymenta paal-
tion. In auoh a aituatlon tua meaeutae ara euQQsatad* Qn« 
i e 0xp@rt-preiaation and the ather is impart<»aub8titutian* In 
QXpart-ptofflatl9n» asvaral avpacts - teohnolagioal, f lna io ia l . 
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poiitioiil, cultural, psych^logioals gaaqraphteaX have to be 
hs5im?iniaU8iy balanscsri ta achiciVa cuocB»a, direct lam and 
nen-trsiifciertal txpeifea hawa be praunofco .^ Cla«er trfidlng 
rolatldna shoulsi bs eatabllshad batuacm lavelapad and dat/v-
iopiav) cauntrlesi,. Buii QXport-prawati^sii alisn® not auffiaient, 
In!p0rt-J5ubstifcuti':>n ahould nlso he eneousJagerf siwuitaneausly 
thr-urh thiB ul l i iV.it rfu'ucr fcfr tct t ir^srts but ui i l spare 
t-ha fortiign VKch&nvx to br? T.r:^  far m r^.: iinporiant and crucial 
imperii* Out i t IP SLJA-J NT^CESSARY tfiat there ©hoi-id be 
Kuluaneaus l-(;prov/femenfe i^ i t'nti aorioultur.;! pra^uctiran and 
perr.ibly iivp'r a -aiida vuhk' ta prewont Im-
PCiianee ©n thr -samijuBtic trant» if aori.mltural ptaiuotiwity 
is not increacino ft^r ©x^inplf'i ths inonpfif? from ^amestio invest-
ment and impert-eubrtitutlan u l l i be nm n^t on foodstuff in -
prlisFjc anta 0X«rtina mtire? pr^crurR "'n iraparts. I t 
may alsa oau&B Inflstlan^, Impert-subBtitution n ' daubt can 
help aalving the constraints af trade but thnrr' i s danger in 
accepting this therapy tna reedily. Its ausr-aimplification 
ta think that if exports f a i t t.-;; incrsas« ^tauth, import® 
ahould b© dacroaead. I f import-competing industries stand 
0n tho brink of Qcaaimics of acalfB, a t a r i f f which restrlota 
trada may axpanei grauth. This i e thf optimal outeame af im-
port-substituti«3n« But i f domontio entrepreneurs are elug* 
gi»h and tinid about applyino neu techniqU£?a then probably 
incrayaed imports would halp in 9ha»<irig them up. Tho com-
potititfe affect of import""^  nan b© very important and uhor® 
i t is i»port-cubstituti@n is the wrong medieino. 
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6«7 TtviUgh iranart-subetiwUtiBn i s a goal per a©, 
tha quastitiH is uh^thiat a deveJ-Qping country ehoulsl hHye 
iraperfe«f.'Ufo3Htution of aXfjBr-tT'J^aw f^clnn as i^s atsategy af 
tjruwth. The oy i t « r i a shnulsJ b'i tha sdetgroa q? foraign ax-
changtj R£;rnevj by experts or saved by impart-substitution, 
Acfcually i>Mpiirt«*aubali htiticn v/l\f>: greater Bvauvity^ d«cre :S9 
tiia tfep-jfijlmor nr» ift?n,ferin£: of ririrkftt an^ ffiaka 
iosfi vulnf-rabJr intrrn'.l ^ 
6.8 Ifopart-substitutian facas thrae m?!t!iQ6!a.l3Gy prableraat-
1. taeaauring af inaort-'Bubsfcituiion that Is h^u to tnoauurn 
quantltat iv« iy tne slegrBe at 'if imparts, 
evaitistian of the Rffacta of ^ chassn irapart-subati.tufcian 
prsgramme, and, 
3, nlantiiin far*!jptimum' impart-subfitlttitio;^ programmG, 
t^ i^ gj i:n-dust^ y 1 sii,sa.t 1 .otj» 
6.9 i t is Fi shift in th^ sourc«3 'if supply from imports 
In ^®m»«ti(5 f)rTi^ uetit'i>n hawinc impjsQt nn -rat'iuction IowrIs 
.and irnport-lBV^jls nf mt anXy itsnlf but alt-o of many stf '^er 
r^aJs, An nriqlnal shift in ths irrveatm-'^ nt fta in 
eev^rai tomnetle oroduotion actiwitios and import-antivitlea, 
Impart-substl.tu^^on has effscta on the; uhcsls aeonomy* If 
l!Tjport-sub«tihuti3n Is in intsrinediwito go ^ eJ tha incrauae in 
f,he tfsluo «le eadls nn stiimnorfity Pattern of Impatt-subatitutian 
lawQi aE••mini.tig CtrntJiant prioes O!T thfJ soctait yhieh ifitrfl-
duces the i'nport-Bubatitutitan far its imports. Any teal la -
catJ^n tn the end usp p^ttsirn gf imparts induces i i f ferent 
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output pattarn uhen tua-aeetota ohange thair impart-alapan-
rfanee far input , th® grsuth affect an any aeotor is the 
result af Qrauth affeats of tho two sBetors;, Tha dooraaae 
in tha lavsls Df diffBrant comtnadities rfappnds an the atruo-
turaX parameters jsnd the pattern of rsallaoahion isf irnports 
aVBV Imawrt-aanBiminv ©rotor, Tfie ©imuitancaus s f foct an 
the Impart-Xevs'l af a Oaad uhen tuo aeetor© intr®i«iucfe import-
substltutian ainiultanaously Is the uoightBd sum of tha 
almnla affeota, uhon tha s otars are eonaidareii eaparataly. 
Since imnart-eubetitutian uithln n sector has diffarent aac-
taral grrjuth tsffaot® and irapart-affcicts nn othnr canimDsiitiBs, 
sgct 'ral impart-aubstitutisn doas not imply that the miarkat 
oharB of imports fnr ©aoH ri'iod u i l l siocrsase. Imparts of 
nil camraodities axnsnt thn nns fnr uhosn final damand tha 
fiarkat Bampaaitian has been changBd in f iVnur af tiamBstio 
aturoe u i l l ha incraaaad. It i s , tharafore, doubtful, 
titfiathar impart-subatitutir^n In f inal daroand naeaasarily 
Itarfa to an auerall daeraaac in imp®rt-bill. Though tha 
g*0Wth offoBta and iropart-affacts are directly prapartional 
tB tha lavel of impart-aubatitutlon in final demand. Final 
dafliand far aach aaetor is compoaed af dainand for dowastia 
production and demand far imports, ftny changa in markat 
campeaition of final damand has ita affact on tha output 
atructura and impatt-structura of the acanamy. The affacta 
an tha impart-bill of the eoanomy must bs taken inta conai-
daration al^nguith affBcta to appraia© any impert-aubatltu-
tion plan* Obvisualy a aector with a amallaat import-
cantant in the final demand can induce tha largeat daeraaae 
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imaort-bill a« a r©«ult of an iRtport-subatitutlan In tb® 
final disroanji af tHafe Th® l^part-subatitutiftn ITi on* 
asctsr 'a f i n a l a^ra^ nrf i'^iduoes Increioa In tha Impott-levnl of 
many other cofJanoiltUssB '^', Thus craat sautlon and planning i « 
rg lulsail bwfarB ritswsrtittg ta lnfii®ertminate l^isport-eubstituUon. 
"n v^.imliihiL<n in^ y hi- litJ irt^t jw slevalapad oiiun-
'itB highly 'itms'if^^nt J M'-:.'/ mtvav tanOR of Pr*po»ta» 
a ? th-fa -^liovtii nift® af na-» 
ivajv-:^ ' f f .-r- .-iih^iv fafsinn awnsil 
.•5twill.^ -AI/n -rii 5 .jr ••'IS' lunenliiioe to a^opt 
t/: li'-ol-' ^ II iiltaimanfe has to be 
'•.•jn^  Ji! ^r faV- Tl -n t j . - I 'n itr thB invt-st-
'jvr-r •r-r-nv« 'a I'.'J r*--;!: frtfarfesint Doonomlc 
aail^Ily th j^s.' -ounts-l'^ .- m ' -m inifi 'a U-? sarQaniswd though 
yat tt Is rif3t voty to anj^  nh-rtr-r^ D-fjwf'lafjmont in 
any Gauntly t» nnt nswHrmifi b'/ a f-r .^s i^ra alalia ami th© 
janfc^  bM«5kwat«< t''« fswun r^y t'-?^  n-jrn thl© tru®, Thei koy to 
ttawleifmani l l « f ?.n t^n pgtapla* It happana that 
ar^partuo* tlPRs upnni^  m-: in unfsJT-iHawalopad aaun 
sfH in we.ctnrs that hir.hXy ni'f^ m'TK'Btium an4 axtarnal 
liifi^ tr dwfflransil th^f* ffr.nllflei bafor® thay 
are traf^ sftttttc!!:' tin thei rest cf the e:Cf;nr?my, But If sxpatta 
cmnat br? iTllE^ -i^  up'nn to qrow syffici»?nt.ly than tta^e Is 
baun<j t© be fe trfSsk trssnsmittesr csf davelsspmaint ©van if d:>fB«?fitie 
abtitaii;ie«i are^  rmmv^^* Beesiuae of this thae« laas etavelapad 
eauntflus aanoarnsd abcut Ineressini^s their axparts .sin<il 
37 Panafmukhl| $ "PlannlnQ far I^npart-aiHiatltutian t Same 
tnath^dala^ianl ani isdplrl&sl Artha Vlijnana* ¥al» 
fla. 3-4. Sapt.Oaa» p, 469. 
Impart-aubstitution*! But aftar dleappalntlng exparlanees of 
•vsr-ralianea on davelapmsnt through aid and impart-subetltu* 
tion BJany eauntriaa have bscomiB daubtful of tha adaquacy af 
tnternatlonal tsads and dlB®nchanted ulth Irapart-reattiiftlan 
and multiple oxchanQR rfiins as p^a&sures of prstaotlon and te 
copa uitt4 oxtcrrial rilnequiXihrluRt 
Since the f i r s t sasrlrsn of UriCTiiU thtajje has boi n a 
marked shift in ujnphasis suay frt^ ni palioiee that havo anti-
tJrade bias teuards the probloms af achiowing an Inoreds® in 
export©* ?lany dauelaping esuntriBa beliowu that thoir axpart-
proRiotian praafanimB ie hasiperaa by prst ctionist palioy of 
a^wanoed eQuntrias an^ restrictivo rulas GATT cmd IF5r» 
^xti*30te paaBlmisro ha® o TOB um v^ their autlssk for their tra-
ditional primary prtjaucta exparts* In&pite of the rapid 
aoonomie expansion in iniiustrisal countries during post-uar 
psriad, grauth of expartE af faadetuff a'ii iiviustrial raw 
roatfcrial ffair. lots deytfiQp©&' cauntsiec daualapad oauntriaa 
ha» b'.V'Tin aiau. rrom 19Bu-70, i^ saey uorid axparta inoraaaad 
by but a*.p3rt« f-cem ilrtv^lopiny oountfxBSi incraaaad by 
S5/C «niy* In 1250, tha shute jf undardcwuiapad oauntriaa 
in tatil uarld ©xpaitsj u«8 1/3 snsJ by 1970 it had daoraaaad 
ta l/6» Tha posr aKport-perforraance u^ ii. Qocyuaa af ohanga 
in thn patter"! af domaad in ino'uacriaL importing cauntriaa^ 
lachnaiaQical davcilopment thnt deojreassd the uaago of primary 
Qaade pfjr unit af output of r/iunuf ictur j and usa of synthetia 
and th® adaption af orateoti-nlst t»y tho advanoad 
oauntriae whljsh rastpiet® impart® fram dsvaloping countriaa. 
Tha leea dav^lapaei oountHae capacity ta impart b^ isefli on 
exports is incraasing alouly but thair dlaffland for ptagraa-
sivB dawalapmant raquira muah higher rata af grayth in im-
parts thoraby uitianlng tha gap in balance of payments. Thua 
to avoli this Qap anal yat f u l f i l dawslopmont plana axparts 
fljust inoraaaa, tarras af trap's should inprave anrf flaw af 
©apital ansa aid inate-»sm» So thn IHBU tJauc-iapedi cauntriaa 
argue that iBwaloptid oauntrias eItouISJ liboraiiscj thalr pa l i -
cioBi, nay intsrmiticinal coda of o -induat in trada raXatian 
be? aUaptB«l ay UAtf and IiT. Us rafartna-d. Pastuar intf^rna-
xnoti tuti inal arr ing-imunt B;nb jdying OATT and IMF 
tJ.) not tha prsbi-amvi iiayuiapiig countrica and thair 
psiiaias arn biased in fauaur nf aivianaad Dcjuntries. Thua 
tharie muat b« iritarn-.'tloiiii.l nsan-imio rafarro i f Issr dsvo-
ioped aauntrios ars tn riRy'irjp and bcrtoFlt through trasla* 
Tha un^ar@l«y0lf5p@d oountrias can aaourn y^ina from trade 
through unitad iatiTn also, A at i l l marc jffBQtiv© uay in 
lUiiu iiiruotian yiul bu groater tra»iij and uxohangaa batuean 
tha douoiaping oountriaa thamaw l^wes, T) tnu maaaur® tha 
vaiumo af tradu batu«»on ihs .«aM loping cauntrias riaa ta 
that maasura tha duualapsd natlona youlsl be awanabla ta 
raaaon• 
AWf^ispMw m^ rmi. rm pw, 
l«Q iMm* India iiniii«^»ct it» f i r s t ritf« plant ^ 
mitntry wan in tha grip eif enyafU otsonomlo erleisi yhioN 
giwatly affeetsd the fomuiaticm af the pian* On tha on* 
h^df th@ infiaticsinasy prasfuraa ganaratod by tha Saeofid 
yorid Vst mtB great in tfis eonritry, and m othar Nand« 
tha partition of the caimtty had lad to shortage© of saveral 
QOffitooditiae lika iittag mtim etc* t i l l theiii tha 
Induslriai a^ to r mm aluKsct totally naglai3t»d tiy th® foswar 
Qptfarnmantf thus hafflfssring ec^ fioHRlo ^rauth* Conaat^ently 
India m& fartsed to ha»a a l lbaral import palioy« putting 
h@T into a Ort the a t e r aidan India yaa in tha 
grip of foreign ©xehanga probloras and on top of i t , to have 
:irapid int^atriali^tipn^ i t hsd a l ibaral impart 
paiiey thya burdanino th@ alra^dy ovarHburdaftad foraign 
•xehanga raaaruaa* 
l . t In tfi© pra-plan paried, that ia during 194S*S1t 
stsanQ attanpta uora nada ta hava e atrlet iwport polieyt 
both ta m ^ e * tha praaeuf* on feraigi axehanga raaervaa» 
aa wall a« ta oonaorva forai^n axohanga for tha fortheoming 
plana. 9ut ganarally thosa attoiipte wata ifitaueo«saful» 
and Indiana payRMint»ff l iahi l it iae yara not rad«i«ed miohf 
aito«pt in tha yaar tihan th© food aittiatiofi had 
laprovad and tha iafMirta uaro roduoad by 21 8ut in 
tha pr«vio«fa yaar« that ia in 1948<»49» ahortogo of food* 
Qtaina aada i ia Inporta inavitabla laading to a trada 
dafieit worth a03«8 or* 
1«2 Uhen tha f i r s t plan uas drafted, i t uae realiettd 
l^at with the l i t t lo amount of foraign exehan^e m had, i t 
yas essential to use I t in suoh a uay that tha optinuM 
reeuite obtained. But i t uaa also realised that to 
have an aliround balanced davelopmenty the ever growing 
probl««i of unnnploya^nt uas to he met iiamediataly* uhioh 
in other yorda» meant heavy investanent in the industrial 
sector requiring a subsitantial aimiunt of foreign exohange« 
• Ooring the Second Itorld Uar, India had been able 
to acquire a large amount of sterling balanoes from uhich, 
i t uas estimated, that Ra, SO croros out of the total de f i -
c i t of 150-200 orores, c»uld bo uithdraun* But the 
situation s t i l l uas not very helpful and the import policy 
yas to restain reetriotlve* 
1*4 Ue would mw rctview India's overall trade position, 
fftBUE HO, t 
(Pygffantaqe ffhayfi ^a;^^., in 
Rs. Cr.) 
Period India's Trade Annual Peroentage Balance of Trade 
change 
I Plan Cxporte Imports Exports Imports Rs.Cr. Percentage 
738.1 970.8 • 14.45S • 45 ^ -232.8 3S.6 
iaS2*>S3 S77.3 701.8 - 18.75J - 28.1^ - 31.1 36.6 
S30.7 610.2 - 10.3^ - 6.s:« - 52.1 66.8 
1954-S5 S92.S 656.4 • 10,4?6 - 93.1 78.6 
1955-56 S96.6 678.8 • 3.2 12.0$ •132.8 42.6 
Souroft S Computed from tha data available in R.B.I«*e 
Report ofi Currency and finance (t948-57 issues) 
UO Qy g^ aing thiTQugh the above table, UQ get a vary eX«ar 
vivu of India's paytnents* the table rnvaala that In the 
f i r a t year of the plan, both exports and imports inoiNia»«d 
ttenondouslyi, infaot, rsaehing the level i^lch was never 
again attalniftd during tho yhole plan period* T i^ie 
inereasQ in iapotts was duo to faet that India had ree-
lised the importance of Inditstrlalieation In the aoceleration 
of Gconomlc Qmutt»# Hwice the imports of capital goods wae 
very l ibera l . The other component of total imports was ood-
Qraine. Since this year, the dome&tiQ agrioi^lttiral output 
was Kuoh below the dofflestic defliand, hence the gap was to be 
f i l l ed by its import®, coneoc^ontly thore wae a Qi:»ot l isa 
in the quantum of imports. But fortunately the oj^orta wero 
also increasinQ, l^ough not with an equal This in -
eroaee was due to the Korean yar« Hence despite tha fact 
t^at imports inoreaead at the rate of 45^, the def ic i t in the 
balance of trade was only wor^ Rs* 232,8 Br» bocaus© of the 
sinultan<K)U8 increase of 14.4^ in the exports* But this de f i -
c i t too ia of a great nagnit»ida. 
2*1 As the year pro^reaeed, the eoonofnic situation of the 
oountry improved, with the increase in the do«eetic produc-
tion. In fact, the entire world situation was improving* 
Scarcity of food was rectueing and the monetary polioy wae 
tightened* The import policy took a reetrictive turn and 
imports of cereals, raw jute, a r t i f i c i a l si lk, yam, trane-
pert equipment and agricultural machinery was reducmd* Hetiea 
the table recorded a decline in the quantity of iiiHsorts to 
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Rfl« 633*0 er* In 1952-53* This dacXine of m& a tniitrlc«d 
aohiavanerii and had led us to hope of further Improusffisnt in 
future* But in ISSS-SAy the decline uae only that ie 
to Rg, 591,8 or* This should have ^duoed the trade def ieit» 
but unfortunately I there yae a ei^ltaneoua f a l l in the experte 
of 18*755 in 19S2-S3 and 10*3^ in 1953-54. This stagnation in 
tha value of Indian export after 1S51 i s a reflection of a 
f a l l in export prices after 1952 from their peak levels they 
had attained durintj Korean uar in 19S1. Though the pio-
ture 'Joes not change much even i f this price change factor ia 
aubstraotad since the quantity of export also f e l l to Re« 
577.3 nr. and Ra* 530*6 cr, in 1952-53 and 1953-54 respec-
tively • Hmco the trade def ic i t was i^srth Re. 31#1 or* in 
1952-53 and Rs. 52.1 cr, in 1953-54 that i s in 1952-53 i t 
decreased by 8 6 a n d in 1953-S4 i t again increased by 66*8^* 
2.2 By the latter half of t^e plan period, the Ireperta 
again toak an upward trend, Th© rising twipo of industria-
lisation could be maintained by a regular supply of raw 
materials and capital goods, most of which were to be imported 
f »o » other countries* Besides, because of the rise in income 
per capita, the dcaaand of consumer goods uas also increasing, 
But unfortunatoly the dotnestic supply was unable to keep 
pace with the ever-growing donend* The bad weather and 
hence crop fai lure led to the shortage of foodgrains and 
industrial raw materials. In order to overcoflW this dones-
t i « shortage, imports had to be l iberalised. Consequently 
larger imports of raw material, foodgrains and coneuner goods 
r - >• ••( 
O ( 
woro permit tod, bringiriQ about an inoraaee in the impeirt 
payments from Rs, cir* in 19S3-S4 to Ra, 689«7 or* in 
1954-55, 0houing an increase of Tho dafioit ro8« 
by 78.6^, 
2*3 OurinQ the last year of fliti pXm, Inports increaoatf 
by only that Is from B^, 683«7 ar# in 1954-S5 ta RQ, 
77S#1 or« This oould have dotariorafeid the baXanoo of pay-
lai^t© position, but fortunately tho ©xports alao inoreasad. 
The Araarioan aconoiay had racowarad and the iQvsl of cjcasnomia 
acti\^ity abroad ospooially tha industrially aduancad ooun-* 
trios aroaa, thus inoraaaing the demand For our sxports* 
Conssquently, our exports in 1954-55 wore uor«i 5D2«S 
or. and in 195S-»S6t thsy rosa further to Rs, 596,6 or* that 
i s an inoroasc of and raopectiiisly In Kis tua 
yaars. The truda def ioit thus uas only of Rs, 93.1 cr. 
and Rs« 132.8 cr» in tha last tm years shouing an increase 
of 42.6%. 
2.4 Uhen the plan was framed in the light of the re-
tiuiroments of ths econowy* i t was astiwated that the de f i -
oit in ths bal^oo of payraants uould be wory large. But 
at the clasing of ths plan, i t uas eeon that ths defioit 
uas muah snaller. The reasons for this discrepancy were 
mainly 
Firstly, beoausa of larger increases in domestio 
output of wheat and ot^ar foodgraine after 1952, tha laveX 
of iniports of food uas lowor than antioipaterf. 
Seoondly, l^a oontenplatad eonstruotion uoi^ en 
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3.0 
icon and atoel plante and h»avy alaotrical aqulfMsant indy«try» 
eouXd not take {ilaca during tho plan period, leading to 
amallsy iroporta of KacHinery than providad for in tha plan* 
dasidssf actual overall invaatment waa is»® than antioipatad, 
hence tiie imports of capital goods alao uaa lacs than anti-
cipated. 
studying the situation deeply, i t is evident that 
in general, there haa bec5n a continwmis upuard trend in tha 
(quantity of imports* The fallowing table enablee us to haya 
a cleerar viou of t^ ic situation* 
XaptE:, NO,,, $ 
Shmm ikn 
Period Changas in the value of 
imports ovar precading 
year (Re* Cr*) 
Porcantaga 
chan9« 
19S1-S2 *• 389*6 4S*Q 
1952-53 - 269 .0 28*1 
1953-54 •Ml 91*6 6.S 
1954-55 4^.2 16*4 
1955-Sfi • 22*4 • 12*0 
^o^rcB I Computad frore tha data available in the 
Bulletin of R*a,l, (1953^54 - 1957-5B iaauea)* 
3*1 The imports in the pra^plan pariod iMire not nuc^» 
isalnly beeauae the foreign exohanga reaervea were being con-
served for the forthcKsning plan, in uhich i t uaa antioipatad, 
that inports would high in order to attain aome industrial 
base* 
ConsBqu«ntly, in the f i r s t year of the plarti total 
import payment awountsd to 970*8 cr« raglstorlng an In -
craaao of Rs, 389«6 ororss, that ia tsy avor the preoadlriQ 
year* Outing this year^ i n ^ r t s of alna&t sIX eotmnsdities 
inersaaad* Imports of capital goods increased by Re* 34*9 
or*) of raw material and intermediate produotfi by Re, 142*S 
cr» and of cyjrtstttRer goods by 142*6 or* 
3*2 In the fo l louing tuo yoara, ainca the dosnectia in-* 
dustr ial pradtiotion inoreascd, wjpplcmantsd by btMpsr crops 
tha to ta l importe daorsasad by 28*1?^  and 6*51^ rsspectiwaiy, 
3*3 Toward© tha l a t t e r half of tho f l t s b plan, imports 
again inor«asoci. In 1954-55^ as already stated, i t being a 
d i f f i c u l t yaar in raapaot of dimestio ©upply, fcho imports 
incraasad b/ hmich includes the imports of faodgrains^ 
rau matorialsy capital goada and consular goads* 
3*4 In Qenstsly this upuard trend in imports during the 
plan period was mainly due to threa reasonst-
The laost laqsoii'tant reasons^ is the shortage of do* 
isestic supply* Beosuse of bad ueathor» and India being 
solely dependent on olimate for i t s agrieultufal outputf 
tha domestic supply of food grains and raw matsrials uas 
far too less to moat the domestio demand, 
3*S Secondly, the expansion of the industrial seetor 
and ths evor'-increasing population, incroased the demand 
trenendously* Henee not only foodgrains but capital goods 
yere also oontinuously being imported during this poriod* 
3*6 Lastly, not only the total quantity of import* 
inereated but the inovease in the prices of imfwirted goods 
GU 
uas alto rasponslblv for Incraase in tiie trails d « f i e i t « 
4«{1 But to «naly8« th« linpaet of thle inereased latportai 
i t would be battel? to study the exaot amotmt of national Iri* 
coma spant on imports and thavaby tha laiport fsoaffloient* 
mm, «p,i„ 
Period 
(t> 
National Incono 
(Rs. CrJ (2) 
Import Value 
(Rs» Cr. ) (3) 
Import Coefficient 
(3)/C2) 
t951-S2 101 SO 9t0*8 0*09 
1QS40 701.B 0*06 
igS3«54 11132 610*2 O.OS 
19S4-5S 11460 6S6«4 0*06 
19S5-56 11675 678*6 O.OS 
Spuypfr t Computad* Data front 0ullatin on 
Currency and finiuiea (ISSO-SI 1960«41 iaeuas)* 
Table 3 throya a light on Uia aha re of national in«> 
eone apent on inporta« Zn the f i r a t year of tha plan, i *e . 
in t9S1o>529 national ineona inoraaaed fron Ra. 98S0 or. to 
Ra, 10150 or. but tha inporta alao inoraaaed fron Ra* 501*2 
er« to Ra« 970«8 or* eonaac|uently the import ooafficient uaa 
Q«Q9 or« that ia 9% of tha national inoowo yas spent on importa* 
Tha incraaae in tha national ineonia uae only ftoninal, but tha 
inporta inoraaaed by 499( whic^ uaa undaratimdable finoa the 
launehlng of tho plan required a lot of inportad eapital Qooda 
and raw materiala* 
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4.2 Thare was further Imtmm by Rs. 390 or. In national 
ineome in 19S2«»S3 and fortunately due to good crops aecon<» 
panied by increased dotsestie industrial produotioni the total 
imports reduced by 2 8 u i t h the reault that only of the 
national intone uas spent on iBtporto and ite coefficient uas 
0,06, 
4.3 In tho third year of the plan^ there uae a very subs-
tantial increaae in the national income that i s by 652 
or. The industrial output inoreaaed by 10^ and agricultural 
output increaeed by 10,5^ thereby iwprotfing the overall oco-
no»ie situation. Coireequently, the Iroporta reduoed further 
by 6,5:^ bringing doMii the iaport ooeffioieat to only 0.05, 
4,5 In the last two years of the plart» the pGrformanee 
of the Indian economy yee not very good, Induatrial and ag-
ricultural sectors recorded a decline in their produotiofif 
the consequence of t^ich uae inoreaee in the iwports by 
in 1354-85 and 12.0^ in ID55-56, 
Theae iinports included foodgrainSf rau material» 
capital gooda ae itell aa conetmer gooda, Henoe the inport 
ooeffiolent uae 0,1% and Q,OS in the two respective years. 
The national inoome also reixtrded a very ntminal inoreese of 
Re, 268 cr, and Re, 21S or, in these tuo years. 
The intsmal shortages of both industrial goode and 
foodgirains and the external hike in prices were the basie 
Miasofie for the increase in inports. But sinoe this was the 
f i r s t year of the plan and India being a poor country, i t ua« 
inevitable for her to have a high import b i l l i f i t wanted 
rapid eoononic developnent* 
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But to 888 how far those InoTeasod liaports hnlptd in 
the eaonomlo davelop«ent of the countryi i t la stseential ta 
stMdy the ieiport muXtipIl®;* Thia uauXd provide us ulth the 
:JU8tification of tho high iwpoi't-bill* 
JML I 
Year Change in national 
(Ra* Cr») 
Change in iiaports 
(Re* Cr*) 
Xnport 
Multiplier 
CD (2) (35 (4) - (25/(3) 
1951-32 • 300 • 389 0.77 
• 390 - 269*0 1*4 
igS3-i4 * 652 - 91*6 7.1 
1954-55 • 268 4> 46*2 5.8 
1955-56 • 215 • 22*4 9.5 
Sourtae S Computed Data 3 Bulletin on Currency 
and Finance (1951-S2 - 1960-61 iesuee). 
S«0 In 19S1*S2» the national income increaeed by Rs* 300 
er* whereas ieporte increased by if^ e* 389«6 or* The various 
reasefis for this etupendoue increase in the import-bill have 
already bean elucidated in paragraphs 3*4 » 3,6 Cpa^e )• 
Thue the import multiplier uae only 0,77» 
5*1 The second ysar of the plan stowed a better increase 
in the national inoooe, that is of Rs. 390 or* and fortunately 
on the other hand import^ i l l recorded a f a l l of The 
iwport-multiplier Increased to 1.4, indicating that the im^ 
ports of constmer goods were reducing* Even the share of 
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raw naterialtt had Toduced* Only ttle share of oapltai goads 
had inorea®ed from to 20*7!C. 
S*2 The third year of the plan uas very good* Tha sen* 
nonio situation of tha caufitry is^roved uith tha domoetic 
praduetion alwi inoraasing* The problan of aoaroity of food 
ua© improved to aoma oxtent. The itaporta roduead by 
only but the national irtqamo increaaad from Rs, 390 cr» to 
lis, 6S2 or« Hefioo the iwport-taultipliar irtBroasad to 
S#3 The fourth and f i f ^ yaara of the plan were vary 
oritioal uith national incoRte inoreaaing nocsinaXly by only 
and and i»porta incraaainy by 16*4% and 12.0^. 
This alow growth rate in national iticorao uas tho oonaaquanoa 
of bad ji«aathcr which in iteelf rssuitad not only iri food 
shortages but also shortagos of industrial raw materials* 
This problae of doaeatio scarcity uaa met by incroasod im-
ports of oonsumor ^ods . Tha result of t^iich was f a l l in 
import-wultipUBr to 5*8 in 1954-55, But in 1955-56 though 
iflq»orts inoroasad and national int^ sma increased nominally» 
ydt the import-ffiultiplier inorsasod to 9*5 baoause this year 
the inports of eons««nar goods were drastically out and most 
of the inports included either capital goods or ray naterials 
for capital goods* 
S«4 The above analysis brings out the fact l^at the rise 
in import-bill is not the main problew i f i t is helping in 
the economio developnent of tha eount»y« The main problen 
i s what type of goods dmprise the inport-bll l* T ^ capita 1 
goods and raw materials help to strengthen the econony 
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oonstiiMBr goods bring out thcs foreign SMchangB out-
flow* 
S»B This i s BpocialXy tnte of Indian economy that had 
juet latffichad i ts planning for i^ apld economio grouth* far 
India i t is ineuitobla that i ts Iffiposta of capital goods 
ehould be high, baoauss that IG the only way in uhlch the 
country can have Industriallsatlan alncs theso gnor's cannot 
be? produced damae tic ally* But tbic should be only q te<«pe-» 
rnry solutltjn* In the long ton, once the econoroy hs® out-
graun its infant stags*, thern r»©aino no justificntion fot 
high imptirt«^blli spuclally i f the ejrport earninfje ere not 
incsreaaing sifflultaneously, 
S»6 Thus, nou us tautst study the coRimodity composition 
of India*® iwporta and stD the peroentagei sharo of the 
variouQ caoramoditioa, 
TAaE flO. 5 
s,fio. CoiBfaodi ties 1951-SJ 19S2-S3 1953-54 1954-55 1955-W 
Consumer goods 32.2 33,5 24.7 24.7 19.9 
2. Raw naterials 50.S 4S.8 S3«6 54.8 SI.4 
3. Capital gooda 17,3 20.7 21.7 20,5 28,7 
Sourcp t Computed Data t Hsport on Curroney 
and finance (19S3-54 - 1957-58 issues), 
6*0 Looking at the figures of capital goods, the fsature 
of inconsietoncy is ®vidwit» t% is sonn that in tho f i r s t 
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yoar of tha platiy out of total imparts, the share of oapi-
tal Qoode was the value in rupees being Rs* 132.1 
cr« By 1955-56, i t s share had increased by 1 1 t h a 
total share now being 28.7^. Throughout tha plan period, 
•xcept for 1954-55, there has bean an upward trend in i » -
ports of capital gooda due to rapid industrialisation* 
6*1 The obvious result ua@ the decrease in the share of 
conauoiar Qoods* In 1951-52, the sharo mm 32*2^ but by the 
end of the plan i t f e l l to 19*9?S. 
6«2 Similarly, the imports of rau material required for 
the production of eonsuner goods also declined from 35.9^ 
to But rau material and intaraiodiat© products re -
quired for the production of capital goads increased from 
Rs, 141.8 cr, that i s share worth 14.6^ in 1951-52 to Rs. 
168.0 or. or 24.8^ in 1955-56. The upyard trend in these 
iteWB was maintained t i l l the fourl^ year, uhen in 1955-56, 
the share f e l l by 1.4?(. 
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6.3 The rau material for oonaumer goods had the lions 
share that ia of 35.9^ in 1951-52. But realising tiie s itu-
ation of the econoAiy, i t was drastically out doMi to 24.6^ 1^  
in 1982-53, though i t again inoreassd to 28.4% in 1953-54. 
But in tha next two years the dovmuard trend was maintained 
and was 26.6SC in 1955-56. 
6.4 The pattern of inporta very clearly throu^a light 
on the policy of the government regarding the building up 
of an industrial base eo that the availability of consumer 
and capital goods taiuld be increased domestieally. Conse-
quently, less and lees importance ya« given to consumer 
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goods and grsater priority given to capital goods importa-
iioiit uhioh would ultimately l»ad tho aosnffiny to s e l f -
sufficiency* 
69S At this stago i t ixjuld be appropriate to study tha 
index nusbarsy both price and quantity to get an idea as to 
the exact reasons for the high impcrt-^iill, 
TABLE, NO. 6 
,lnd9>^  Number of Baao t 19S8"«*59 » 100 
year Food, Drinks Rati Hatarial flanufaoturod Total 
& Tobacco Goods 
Qty. Price nty* Pric® nty. Price slty. Price 
1S51-S2 141 151 107 191 m 18S 118 131 
1952-53 79 134 79 120 67 108 86 127 
19S3-54 64 107 100 99 114 84 81 118 
19S4-S5 72 130 104 98 130 84 98 116 
19S5-S6 39 114 9S 92 183 81 104 112 
t Computsd Data 1 R,a.I,«8 Reports on Currency and 
Finance (19S3-54 • 1963-64 Issues)* 
7»0 The above table shous that daspite annual variations 
tha trend is uneven* Besidasy the increased prices of im-
ported goods uere more responsible^ rathet than the quewttun 
for high import-bill* 
7*1 During 1951-52, tho c^antum index of imports increased 
from 93 to 118 whereas the imit value decreased fro® 196 to 
131* This increase in the quantity of imports was due to 
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heavy damand of foodgrairta duo to waas sKoduoi of raf^gmt® 
froB Cast Pakistan and baaldea, th® doisoatlc agricultural 
output uaa also very Con8eqUantl.yf tha i!npo£«e of 
fbodsraina Incraaaad and India aigned a trade aQreastsnt uith 
U,s,A« in 3yn« 1951 called •CraarQRncy Food Act" under fc^iich 
2«1S fRilllofi tona of foodgralns uam Ifliportiid* 
fmZ Aa far aa importe of rau waterials and raanufaotured 
goods ara comjarnad, the unit values of both had inccaesad 
from 143 to 191 and from 122 to 185 raiipootively. On tha 
other hand, both their quantity index ret^uoed from 110 to 
107 in ease of raw material and from 92 to BS of manufac-
tured goads* The Inoraaae in the prices of imported goade 
is a l l tho more ewident in tho saoond year of tha plan» 
Tha doasatio produotion of both agriculture and industrioe 
incraaaerft hanco the cpantity indax reriuoed to 79« But un-
fortunately due to inoraaae in the pricaa the unit value of 
foodgrains uaa only 134» The aituation in the oaae of manu-
factured Qoada and ray raatarlala uaa t»etter s t i l l , uhen there 
was a dflcline both in tha unit value aa wall aa quantity 
index* Rau materiala* unit value f e l l to 120 and quantity 
index reduced to 79. Sioilarly the unit value and quantity 
index of manufactured goods reduced to 108 and 67 reapQOtively, 
7«3 An w^tix«ly different picture anerged in 1953-54, 
The (bmeatic output in agricultural sector inoreaaad froa 
58,6 nil l ion tons^ thereby reducing the quantity index to 
64, fOftunataly the t^rld prices also did not increaae 
hence the unit value uaa 107* But the oaae of r«w materials 
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and Dopltal goods was very different* The dtameatlo supply 
uas falltnc) to asoet the ever-lncreaelng drmand of ^ e s e 
eooi«oditi«8, fwncs th« quantity of th« ir inHsorte had td 
bs incre^sacd ahoulng th« cjuantity indsx figure ef ray 
taria l as 100 and that of mfiufactured goods 114. But 
fortunately, the pricaa yero s t i l l f a l l i ng , and thera mm 
a markmd daolina firon 126 to 99 in ray tnaterial and fron 
1Q8 to 84 in laanyfaottirsd goods, i^ich yaa quite holpfwl 
in «as©ning the talanoe of trade situation^ though i t IMB 
s t i l l f a r being euff icient to uip?off the trade da f i -
c i t tota l ly . 
In reiBpect of rfontaatic production^ l^a l as t tuo 
yeartj Ui-re d i f f i cu l t onas. Tha crops uore ceriously dama-
ged duo to bad yoathar. th© proasurs on the foreign ex-
chanQB inorsasod a l l the mora bcoaiiso of shortage of do-
westie produetitjn of food aa uall a® heavy imports of 
capital and intarmediary ©oode, due to expanaion in th« 
industrial aootor* 
ay this tiwo, the incatae par capita had inoraaaad 
•l ightly iM i^ch led to greater demand of conausier goods^ 
uoreening the situation of balance of paymenta. The 
ioporta of food produota raised tha quantity index frflii 
64 to 72« Importa of rau matoriala and manufactured goods 
aleo inereaaed, raising the index from 100 to 104 and froo 
114 to 130 respa«stively* The total imports thus ineraased 
ftfm 61 to 98. The prlee index, except In foodgraine where 
i t ineteased flow 107 to 130, did not record «n upward 
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trend. In fact, in jroii raatarial«, i t f o i l froai 99 to 93. 
Tha total iiRports* prie« Index recard d o f a l l of 2, Hanea 
I t Is evident that the def ic it in the baianca of payment® 
was aolely du© to Incrsasa in the total s^antum of imports* 
7.6 In 19S5-56, dU6 to good cropst the i»part« of food-
grains mm ««du6Dd to half shoylng the decline fron 72 to 
39 in tho quantity index* In irau raatoriala, the quantity 
index recardad a f a l l from 104 to 9St tiut unfortunataly the 
pricii rigidity of both the iteras, prevented ^ i c f a l l in the 
quantum of itsporte to ttawe any sizeable e f fect on trado 
fealonce. The price index of food f e l l from 130 to 114 uhare-
as that of rau material f e l l from 98 to 92» 
7.7 In the oa»e of fnanufaotured goods, the situation 
rsvursu* I t uas the total quantity of iwportu i^iat in -
creaagd aid not the price. The quantity index phoued a riee 
froffl 130 to 183 uhereae the price index f e l l s l ightly, that 
is from 84 to 81, Had the pricee not fallen^ the burden in 
tride def ic it would hetie been mich lerger* 
7,0 This fact hae by now bean established that for e 
r«pid rate of growth, divsrsificetion in trade is required 
not only in cotniiioditiea but also direction* Honoe India 
hed to {oaHe eavoral new trade agrea^ente and payisents* 
Arrangements were Rsede with varioue ooimtriee, so as to 
i&obiliee a l l possible avenuee of external assistance* Thue 
new trade pacts were made with U,B*A*, U«S*S*R*, Argentine, 
Esypt, Italy, E*E*C., E.r,T*A., E.C»A*r,E, countries eto. 
At this point we will make a study of the direotionel 
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distribution of Indians inports* 
i m ^ T 
p0n:8fitaD8 ehaira 
S.No. Region 1981-52 1952-53 1953-54 1954-55 1955-56 
n E.c.n. 8.60 12»04 16.30 15.50 17.40 
2. E.F^T.A. 20.20 25.70 30.70 26.90 29.80 
3. E.C.A.r.E. 21.90 15.00 15.09 21.09 10.00 
4. Africa 6.37 5*82 7.90 6.51 7.12 
s . North Amsriea 32»30 32.97 17.90 14.00 14.10 
Oceana & Asia 1.49 2.60 3.12 6.51 7.12 
7* U.S.S.R. 1.40 0.20 0.60 1.80 6.20 
Source t Data Caiftputed fteiiii StatistloaX Outline of 
Indian EcionotQy (1968)* 
D Q 
* The tabla 7 giuee a el«ar picture of tho situation. 
An upward trand is saen in imports from European Common 
nai^at oountriea. Xn tha beginning of the plan, i ts chare 
was only But from the very aaoond year, ue aoe the 
riaing trend ^ ioh Xaated t^e tifhole plan ao that in the last 
year of the plan, i t s share uaa 17 
8«1 The imports from C«f«T.A, ootmtriea recorded a very 
steady growth. In 1951-52, the share uae 20*2^ and by 
1955«S6, i t had become 29. 
B.2 The statiatios of imports from C.C.A.F.E:, ooimtriee 
shou remarkable irregularit ie»« 
8*3 TfMiro have been annual uarlationa. In the f i r s t 
yoar of th« plan, Its share uas which f e l l to 15,9^ 
and in the n«xt two yaarn. Again in 19S4-55, th« 
share roes to 21.1^ while in 19S5*5St i t fe l l to 18«Q4^* 
8*4 The aharsa of Africa and /laian countries inoreased 
at a steady though alow |iao»# from in the 
percfsntaQQ share of the Asian countries reached the level 
of 2*9^ only by 19SS-S6* Sirallar feature i s visible in the 
case of Africa* Their share was 6,37^ in 1951-52 and by the 
end of Hie plan, i t had risen to l A ^ only* 
0.5 Iiaports from ftrooriaa, when the plan was launehed, 
were tiie second greateat» the share being 8ut gra«* 
dually, as the plan progressed, there was a continuous f a l l 
in t^e share of America* So much so that i t was only 
in the last year of the plan* The main reason behind this 
unusual development uas that India inperted foodgrains laainly 
froiB Anerica* Consequently, when i t s dosiestio output im» 
proved fron 58*6 nillion tons* in 19S2«S3 to 67*2 nil l ien 
tons, in 1954«>S6, the imports declined steeply* 
8*6 Under trade agreemiMit with Yogoslavia India uas to 
import eiMientt dieeel, locomotivss, rolling stock, ships 
and other capital goods in exchange of manganese ore, mica 
and shellac* 
8*7 t/ith Italy, India did not only trade in comodities 
but also in servicss, with Italian personnel coming to India* 
To have a better view of the situation* i t is essen-
tial to study the qusnttm of innaerts witii peroentage share 
from the different eotintriee* 
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Plr-wttflf^yl, g f , Tyffrf-ff, -(ffifwi^gy-^i^fti) 
Cotin trios 1951-S2 19S2-S3 1«S3-.54 1954-55 19SS«66 
U.S.A. tfaltw in 
Rf« Cir. 293*0 182*S 79.4 82.2 89.3 
Percantage 
stiaxa 30.a 26.0 13.0 12.5 13.1 
Uiist Senoany tf«ln Rs.Cir* 0*1 0.1 0.1 0.2 0.4 
% fihaca 0.01 0.01 0.01 0.03 0.05 
Ffanos \l,in Ra.Cr. 11,2 14.0 9.9 16.3 IS. 5 
% sham t . i s 1.9 1.6 2.4 2.2 
Italy V.ifi Rs.Cr. ia.1 12.8 23.3 20.5 16.5 
% ahant 1.8 1.8 3.8 3.1 2.4 
U.K. tf.in Ra.Cr. 170*8 141.0 143.5 153.4 172.7 
% ahara 17.5 20.0 23.S 23*3 25.4 
Austj^alia V.ln Ha.Cr. i t . i 12.7 2S.8 19.8 13.5 
% sttara 1.8 1.8 4.2 3.0 1.9 
V.ln Ra. Cr. 196.6 1S9.8 165.8 176.6 202.6 
% aham 20.2 22.7 27.1 26.9 29.8 
y.in Re.Cr. 25*5 16.0 13.1 20.6 33.4 
% atKira 2.6 2.2 2.1 3.1 4.9 
U.S.S.R. V. in RS.CT. 1.4 0.2 0.6 1.8 6.2 
% ahara 0.1 0.02 0.09 0.2 0.9 
OevelopiiiQ V.in Ra.Cr. 168.9 121.4 93.8 150.6 155.3 
eoufitrisa % aNira 17.3 17.2 1S.3 22.9 22.8 
Asia 
Pum^ imi 
CKporta Ra.Cr. 733.0 577.3 630.6 592.5 596.4 
Inpas-ta Ra.Cr. 970.8 701.8 610.2 656.4 678.8 
Balanea of 
Tsada Ra.Cr. -237.8 •224.5 - 79.6 « 63.9 • 82.4 
S|Bpttye« t Statistieal Ouilins of Indian Cconotny - Kulkaml 
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9fO The above table givee a fa ir ly vivid picture of the 
direetionaX structure of India's Itnfiorts* I t is eeen that, 
not only anong the developed isciuntrlesy but e l l t^e countries 
t.dLth wAilch India uaa getting importSy the oountrlee 
uere foj^dng a very maior part of t^e total imports* Before 
the plan the iiiiports from this area yero only %%% of the 
total Intports* Hut as soon as the plan uas launched the 
peroEHitaQo rose stupendoueXy to 20«S^« 
this inoreasing trend continued eo that at the end 
of the plan, e,r»T*A. uae contributing of the total 
imports* though in the second year of ttie plan^ the quentun 
of ii^jorte had son© doun, fcwt that up© beoauee the quantity 
of total iiaporta had reduced remaxkably* This uas so be-* 
cause the dasiestlc production had gtme up* 
U,K, aleo contributed exoeet^lvely* In the fi?nt 
year i ts chare was and this continued to increase 
every year. In 1952-S3 i t rose to In the next tuo 
years, t^at is In lgS3-S4 and 19S4**55, the shares uere 
and 23«3% respectively. In the last yaar i t uas 25«4^« 
9«2 The next inportent country from uhich India gete 
ito najor imports is U«S,A« But en unusual feature about 
t^e is^orts of this country are* that its share shoued a 
declining trend* liffien the plan uas launched, the share of 
imports from t}«S«A« uas 30*2^, but the declininQ trend uas 
so sharp that by the laet year of the plan, its share uae 
reduced to Itie reason for this uas that Indie Inper* 
ted fsainly foodg rains from U.S.A., the domes tic production 
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nf ii^ich had Increased, oonsequontly the sh«r« of importe 
fxtim recorded a dooline* 
9,3 Coming to Curopiiy ua see that ItQisoria from this sou re* 
thauah not much but maintains th® ragularlty of tr®nd« 
In the f i r s t yaar of th« plan, ite total share was out 
of which Uost Carmany contributad a msaEjna amount of O.QItC, 
franca'® ©hare? uaa uhlle that of Italy uaa 
9#4 In thfi aacmd yaar of the plan, though the quantity 
af impofta reductJd fram Rs» 83,4 or. to R®. 68,6 or.,, ainca 
this was the caea uith thn total Imports tQO> tha shar© an 
th0 other hand rocirdai mn incraase to out of which tha 
sharus of thn different csountriar was aa follnwsS-
UeBt Germany - D»D1;Sj France - Italy - I.S^S 
t?,5 The third yaar shouad a great riaa from to 13. 
out af which, uaa from Gormany, 1.6;^ from Franc® and 
3«8 ' from Italy* 
9#6 In the la©t two years, thauQh thQ shat^ of E«E,C, 
incraaaady there was a change in the snarae of i ts oountri@s« 
Tha share of Uast Germany rose slinhtly to and 0.05^, 
and tie shars; of France also rRcordad a r ise to and 2.2 , 
but the share of Italy, which in th© earliar years had been 
greater, was reduced to 3,1:^ and 2.4^ In th® last ttw yaare 
respectively. 
9.7 Th® supply from 3apan gives a picture of irregularity. 
The share was 2.6?S in the f i r s t year but in the naxt two years, 
there USE a f a l l t> 2,2<. and raapectivaly. But in 
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1954*55, i t rosa to and 4.9^ re«paotively« Thic ill* 
oreane ua« bseauso 3apan oxporietl aapital goodn mainlyt th« 
danand of ti^ioh yas ineroasing beeauaa of tho e^tpanaion in 
tHa induatrial psoduetion* 
9»8 Th« ohara of Auatralia i s not graat, but in 1953-54, 
thens uaa a eudden r i s « in the pssijantage share* Uhiie in 
the aarl ier tuo years;, fttiatralian imparts contributed only 
^ d 1.S/U, this year i t ross to 4*2^. In tlie next year, 
though the share f a l l , tnit slightly# only to 3*0^, but in 
tha last yaar i t oamc back to alaoet i t s original figure, 
the ©hare being 
9*9 Studying tho qaso of contrally plannod oconomios, i t 
is seen that its share yas too meagre as oot^ared to tile share 
of the rest of Europe. Despite the fact that thors were f ive 
countries contributing, the share uas only in 1951-52, 
in 1952-53, and 1,7^ in 1953-54 but in the last tuo 
years i t rose to 2«8^ and 3*3^ reepeetively* 
10*0 Among these countries, the largest importer was 
uhose share was 0*1^ and 0*02;^  in 1951-52 and 
1952-53. Then rising to OtOg^and 0*2Un the next two years 
•nd f inal ly 0«9^in the last year, that is 19SS-S(I, 
10.1 The above was the situation with the developed eoe-
noaies, but the contribution of the developing eountries 
too uas not ineonepicuoue« Asia on the whole had a share 
of in the f i r s t year of the plan. The declining trend 
in the total imports iMt reflected in the declining share of 
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the A.8ian in^orta too* which f e l l to 17*2^ and in f^a 
19S2<«53 and 19S3-S4* But in tho last tua yoarsg ainoa the 
total imports increaaedy BO did the sharo of tha Asiawi coim-
trias incraaaed to 22*9^ and 22*S^« 
1Q»2 The chart of the diraetional atfuotura of India's 
trade reveals thia faot vary olaarly that India yaa trying 
it© beat to diversify hor trade in dirsctiont hancw i t uaa 
oontinuoualy having nau trada agraamenta with diffaronnit 
oountrias* Thia uaa in viay of oovaring the risk inwlvad 
in having limited trade ralationa, ao that hsr aiainoroy uaa 
not as hard hit bb i t uould have baon i f jiaiy one country 
brtHco tho tradn ralationaf though no doubti the price she 
had to pay yaa in tama of huge trade dafioitSy uhioh uaa 
inevitable in order to have f ru i t fu l raaulta of oconomio 
davalopment in the lang«*nin» 
10«3 India had not only diveraifiad her trade in tatva 
of dirootion but alao in oonmoditiaa* India uaa inportinQ 
innunerable goods frem aavaral countries, in order to meet 
tho evar->inoreasing raquirementa of the developing sconony. 
t0*4 Her induatrial davalopAent raciuirad heavy inporta 
of capital gooda and raw materials. I t can be aeen that 
the rati matarial required for the eonaumer gooda and capi-
tal gooda had the largest ahare in India's total imports* 
10.5 On the other hand frequent crop failurea made import 
of foodgraina inevitable* Beaidea, ainee the income per 
capita uaa increasing l^e demand for oonaiHuer goods uaa in -
creaaing more than the domestic supply, a l l this leading to 
heavy imperta* 
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S«!ito« !t«lll8 1951-52 19S2-S3 1953-54 19S4-55 1953-56 
u Foodgsains 22, 3?^  22.1^ 10.5% 10.4% 2.6% 
Uheat 15.8^ 11.6^ 6.3% 2.0% 1.8% 
3» nicm 6.1^ 2.5% 8.5% 0.7% 
4. Rau ISOtton & waete 10.9^ 8.6% 9.4% 8.8% 
h. Raw 3ute 2.3?^  2.7% 2.0% 2.9% 
Fartiliasro 0.23£ 0.5% 0.3% 0.3% 
PatvoXeus p^oduois 4.43S 7.S5S 8.9% 7.3% 5.1% 
8. Cryd® pQtiroleua 2.5^ 3.7^ 5.0% 3.2% 1.3% 
9. Dyeing it Tanning 
natsriai 3.1% 2.7% 2.6% 
10. Oruga & flediclnes i.2?S I.TSS 2.5% 2.1% 2.2% 
11* Chsiftical eXenents 2.0% 2.5% 3.0% 
12. Base eXaments 4.35C 7.4% 7.5% 13.5% 
13. Iron & StooX 2.1^ 3.9^ 4.5% 4.7% 8.6% 
14. Mon-ferroua laataXe 2.0^ 2.8^ 2.7% 3.3% 3.8% 
IS. flataX (nanyfaettiraa 2.0^ 2.2?« 2.9% 2.5% 3.5% 
16. nadtlnaa other 
than aXsetHoaXe 7.05% 8.656 10.2% 9.4% 12.1% 
17. CXactrlcaXa 3.1% 4.5% 5.5% 3.5% 5.5% 
IB. Tfanaport Equipiaenta 4.9% 5,1% 4.9% 6.8% 8.3% 
19. RaiXways & parts 1.63S 1.3% 0.7% 1.3% 1.7% 
GRAND TOYAl 100 100 100 100 100 
Computed fxtiiB data avaiXabXa In Siatistioal 
OutlinQ of Iftdla's Economy •Kulkarni* and 
Report on Curronoy and Finmna* 
(1960-61 - 1965-66 lesuaa)• 
§amM 2 
h. 
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11*0 The siveit table qivau us an insight into the altuation 
of eommodity imports, Ua see that out of tbn total inportsi 
the Qrsatoat ehate of 22*3^ im that of faodgrains out of 
ii^ioli uhaat uaa The hike in the peraantage uas duQ to 
domestio disturbances* Not only did ua had bad wiather that 
aavorely danagad tho crops^ but tere una an axodua of ra-
fugea© froia East Pakistan yhich ageravatail tha problen. 
Nort^ Gaatorn asraa of the countty was affected by a spall 
of draught cauaing daraaga ta the crop and dalaying the souing 
of tih0 nmt orop» Scarcity ccnditian© prevailed In South 
RajastlJani Gujoratf Bengal and Punjab. 
?lot only ricB and uha-^ t warn affacttid but atoo cthnr 
agricultural products like cottoftf ;!ut©, sugar wars affectad, 
^ u s incireasinQ thalr iaporta* 
11 In thio year, the 9@neral index of industr ia l output 
incraaood to 117#4« Coal| Etoel, Oiescl engines and Pouar 
tranaforraars war® on upyard trend. Output of cotton cloth 
flttid yam Incroased by 11^ and that of juta tnanufacturaa by 
Hence their share in total impcrta reduced. 
11.2 Tho fart i l laer factory at Sindri had etarted its 
oporation, oonaequentlyy the production of ammoniuni eul-
phate uaa increaeed by 1 1 S o the ahate of fartili&era 
l»port uae only 0.6%. Transport equifHnant had also inipro-
vad. There was an increaaa of 12.1^ in the production of 
wagons of Indian railways, thus the share of transport 
equipment uas 4.9% and that of railways and parts was 1.6%. 
11.3 In i^e sane year steps ware taken to supply large 
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ray siatsrial to eotton textile industry to Increatw 
their output* therofore nay import Uooncet» yero i&eUGd 
uhich uas responsible for inorsasing ths share of ray 
cotton to 
Aa regards ray Jute, the rQsuwptiori of trade with 
Paki&tafi coupled yith an inoroaae of in doottstio output 
and dohoarding yhioh folloyad the saaievnl of prion control 
In ^aroh 19S1 resulted in a substantial istprovwsent i#l oupply 
poaition, iharoforti« tho charo of ray ^uta uaa only 
The pxoduction of ehemioal aleiaants like Soda a«h» sulphuric 
ai$id etc* had Inorstsised by 20^* Consequently» their share 
in itapojftc uaa Qoly Tlie production of iron and steel 
also inoreaeed by 11 #0^, thus in i?£^ort®|, thoir aha re amun-
ted te 2.1;^ only* Overall, thers was a fu l l e r utilisation 
of industrial capaeity. Th® inoreaeed industrial output yas 
the result of not only the expansion of the nxiating unite 
but also tho Installation of neu onen. Besides, since im-
porta of ray niatarial uae liberalieed, i ts availability in<» 
oreaeed* 
The second yeat that ia 1952-53, did not ehou any 
renaticable Itiprowement in the agricultural produotion. 
Hence dcBpito the fact that total is^orts had roduced, the 
share of foodgraine remained 22«1^« Unfavourable seaeon 
danaged the Hharif crop henoe the output of uheat decreased* 
Rioe produeing areas like fladres, Bihet eto* ysre adversely 
affected by long spells of dry period damaging the rice 
erdp* 
BO 
11*6 But th« situation in other agricultural produota 
mn better* Output of cotton ineraaaad by 11 Output 
of 3ute too inereasttd* On the other hand, both forai^n and 
domeatie dmand had deeraaaed leading ta aecuinilation of 
large atooka of eotton and juto yhioh had to ba Uquidatad. 
Conaaqiiantlyt import of both thaaa oosuaoditiaa reduead to 
and of eattmt and jut® roapectivaly, 
11.6 In ths industrial soetor too, th© pro ii»tion on tha 
liloXa had it proved, Dfjapits occasional S8tbacka» tha ayaraga 
indaK inoreasod by 10^ owor the auerago figure of 1951. 
Baaic and nonaUi^ Qr goods industrios pragracscd uall* Hau 
onas uoro tSBtablishad. Hanoa tha domastio supply inoraaaadi 
not only bringing doun tho itnportiS but also increasing the 
export raarkat, 
11»7 In ohamieala group, the procUiction of aOTttjniura aul-
phato recorded a striking inoreasG of 310^ baoauae of the 
operation of the fe r t i l i se r factory at Sindri, hence f a r -
t i l iaers rhara in import f e l l to 
11.8 Thou9h the preduetioi of finiahed atesl uaa higher 
than the laat year*a output by i t f e l l ahort of the 
•atination* Oua to ahortaQe of rau materialf atecl output 
deoreaaed* Hanoa tha itaport of iron and ata^l roae to 
Traneport aquipoient'a domeistio aupply increased by 3*5^, 
but ainoo tha domaatic demand uas a t i l l fiiore than the donaa-^  
tic supply» i t s imports had to be increaaed, raising i t s 
share to 
11^9 Th« Gray Pkire Food Campaign started earXietn yft» 
beating fxuit now* Oeeplte the vagaries of nature uhicdi 
adveraaly affeeted several eropai agrleuXtuval output in«> 
creasod in 1953-54, and mn maintainad in 19S4-S5, The in -
dex number of agriouXturaX output reached the level of 114 
( 49 - 50 » 100 ) and refflained at that XeveX during the next 
year. I t uae higher by than in 1950-S1# Hanca the share 
of foodgraitia imports feXX tm&xkBbXy to lO^S'S and 10*4^ in 
i^e tiX) years* But in 1554-55, since the output of riee had 
deoroaeed fre» 27.8 wiXlion tone to 24»2 million tone on 
aomunt of bad weal^vri ita rhare rose to in 1954-55. 
But the output of yheat had inereaaed partly offsetting the 
deereaae in ttie othor foodgraina like ©alse, barley, Jouar, 
bajra ato* 
12*0 Uith the progressive achievom«nt in improvement of 
the agricultural economy, there yaa no slackening in oovextl-
nent efforts directed towards au^eoting agricultural out-
put. The acheMee for inoreaaing the foodgraina output in 
the country undar tiie Grou flore Food Programme ware there-
fore continued during 19S5-S6, uith a l l the fintficial help 
ftea the govssnnont* Therefore, i t uas no aurpriee uhefl 
the inporta of foodgraina in 195S-S6 had only a share of 
2*6% in the total iiftporta aa the overall food poaition uas 
aatiafaetory despite eoaroity oonditions prevailing in cer-
tain areaa of Bo«bay, Rajaet^an, Bihar, fladraa and Qriaea* 
12«1 nethoda to increase output of cotton uaa continiwd, 
which Included better irrigation fac i l i t i es , grant of loans, 
eiibaidiea etc* Higher production of output led to increase 
in area under oultivation followed by goad M&atlmr, irtcraaaing 
tha output fnoiii 29,4 lakh bains in 1953-S4 to 42*2 lakh balaa 
in 19S4«S5 bringing dom i t s shara to and 9•4^, Tha 
production of juta ranainad dapreasod hentso the «har® tnain-
tairtad tho level of 2,7iC to ZS, 
ThoutH tha ou^ut of fert i l ioars yas inorsaaing, but 
bofiauso of intsnsiva effoiria baing made to b.iaat up tha pro** 
duction of fDadgraina* the damastia doiaand ua« much hlehor 
than the supply, Thia incrsnar-d dtmand yas mat bjf incraaalng 
imports tho charo af which was in 19S3-54, falling 
slightly ta C»3v' in the las t tua yaars. 
In chamical gxtiup» this output of altaost a l l tha iteiRai 
soda aeh, arasoniu® aulphata* auiphuric acid, cauatio soda and 
chlorine incraaaad, yat the total supply uaa s t i l l Inau f f l -
oiant ta meet the dofnostic demand. Consaquantly, the share 
of this group kapt on incraaainc t i l l the end af tha plan, 
i t being 2,0^, and irt tho laat thres yaara rat-
paotivaly. 
The go^arranonty in ita effort® to incraaae induatria--
liaation on aodam linea« gava licancaa for import of raquiraii 
naehlnary and alao arranQing for the output of such naehinary 
in tha country i taa i f . But the l ibsral import policy in thia 
aaetor lad to increaao in tho shars of import® of maoltinary 
t0 10*2^ in 1953*54 and and 12*1^ in tha last tuo yaara* 
111 til tha expaneion of tha induatrial sector, the buwlan on 
ttanaport incraaaed, hanea daapita the inoraaet in tha pi«*» 
duction of tranaport aquipii^nt, ita share in the total inperta 
1 f c 11J 
eontlnued to inorsase t i l l I t reached the Xevel of 8*3^ in 
195S-5S, 
ThUB i t is aeon that ths inoreasa In the itoport'»bili 
of the eountsy wae not only due to slack in the praduotion« 
The govewiMint wae ttying it® boot to inoreaee i t s tkiffloetic 
output of almost a l l the cominoditiBB* I t had launchad the 
Grow flaro Faod Campaign in order to increaae the production 
of foadgraina. On ths ether hand, I t hsd HJI, ignored the 
industrial secfcar*, Tha induiiirltil capacity uas almoct being 
fully utiiiBod* But i t uas fcho tremendou© increase in the 
daaiaetio dwaan uliich iv the outcora© af a grauing economyi, 
ii^iich uaa reeponsiblo for fcho high import-bill . Doeplte c l l 
the effcirtc, on bath agrieultural arid industrial fronts the 
doRTBstic supply aluays f a l l short of domestic doffiend* Con-
sequently, in f i l l i ng the gap, the imparts conttnuod to rise* 
This aintinu:us rise in the iiaport-bill uould not be 
much source of worry i f ths a^qjort earnings wwuld also conti* 
nys ta incroaso. But unfortunately at times due to f a l l in 
foreign dsmand, or India's inability to increase supply or 
produce exportable ourolue, has led to great trade def ic i t , 
from the f i r s t year of the plan to tha last, there has not 
bson a alnglo yosr uhen India's balance-shoat flowed a 
favourable situation. The torma of trade ha»io always boon 
adversa* 
At this stage urn uould ®tudy India's terms of 
tfada* 
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Ml -^H , fff Tgf^f Base S 1968«*69 « 100 
PariiKl Exporta Inporta Tarma of Trade 
I Plan QuanUffii 
Indax 
Unit 
Valua 
Qutmtun 
Index 
Unit 
tfalua 
TTy*« 
19S1-S2 69 178 108 147 121 107.7 
19S2«-53 94 116 74 128 90 85.1 
1953-54 99 94 95 93 101 97.9 
1954-55 102 100 105 91 109 112.0 
1955-56 115 93 114 94 98 113.7 
• TTc w CoisiBiidlty tsums of trade. 
TTy w Income tsrms of trade. 
pourca 2 Coinputed ftofi) data avaiiabXe in R«B«X**s Report 
on Curronoy and finance and OGI & S (1960-61 -
196SHS6 iasuiis). 
13*0 Tha table 10 givee a eXaar pletuta of the situation of 
tha tarma of trad during ttia plan. Tbaaa figures ahou a vary 
irragular trend throughout th» plan. Thara has been a eonti-
nuoua f a l l in the expert prieas axeapt far the year 19S4-55 v^an 
i t increaaed from 94 ta 100. Similarly tha import prloaa alao 
ahou a ataady daeraaae in importa axeapt in the laat yaar of the 
plan v^en upit valua of importa ineraaaed alightly to 94. Tha 
irregularity uaa viaibla in tha tasma of trade. 
13.1 Tha eonmodity taxma of trade deeraaaad to 121 ii^araaa tha 
inooiae tanna of trade inoreaaad to 107,7 in tha f i r a t year of tha 
plan. Next yaar both inooma and connnodity tama of trade deoraaaad|^ 
110 
the foxnav to 88 and the latter to 90* In 1953-54, both 
thdttn tmmm of trads raglaterad m rlss* The aoffinKsdity taxtas 
of trada inoroa«od to 101 and inoonte terns of trade increased 
to tn the next tuo years, uhlle the ineo»e terms of 
trade maintained this increasing trend, i t being 112*0 « id 
113*7 in the tvio i^speetlva years, tha commodity terms of 
trade increased to 109 In 1954-S5 and f e l l to 98 in 19SS-S6* 
S3«2 The quantus index of exports fortunately shous a 
very ra^uXar increase* Xti the year 19S1«»52, i t uas 69, in«* 
oreasinQ to 94 in 1982*53 and then to 99 in 1953-34. In the 
last tuo years, i t uas 102 and 115 f ina l ly . This y&e a very 
eatisfaotory condition* On the ot^or hand, ttie cjuanfaura in -
dioee of imports were irregular* Fro® tits IqvgI of 108 in 
1951-52, i t declined to 74 in tha next year* from 1953-54 
onuards, the trend changed end showed an increase* In 
1953-54, i t was 95, increasing to 105 and then f ina l ly to 
114 in the l as t year of the plan* 
13*3 The tmit value of both tha ei^orta and Imports shou 
a steady decline» Froia 147 in 1951-52, the unit value of 
iiaports declined to 128 in 1952-53* Thie decline further 
increased feB 93 in 1953-54 and 91 in 1954-55* I t yas only 
in t^e last year of the plan that i t slightly increaeed to 
94* Sinilarly the unit value of exports declined* In 1951-
52, i t was 178 fal l ing to 116 in 1952-53* This downward 
trend continued the next year also when the unit value was 
94 only* I t was again in 1954-55 that there was a s l ight 
increase to 100, but the next year again i t f e l l to 93* 
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13*4 Hwiee m eae ttiat despitii a l l our ef forts , the 
inorease in the exports i s not mifflci«witly hlgh» The 
reason Ib that lioth the external and internal faetore 
h»vs an irapeefc on the yorking of the export sector^ 
Intamally, tlio ctojaestio prodootlon i s not able to 
prot^ott sufficient ttj^ortehl© surplus, Secondlyt the 
aajor o^nponent of theso exports are priiaary products 
uhoee output as yell as prioes are unstablo. Cxtorn^llyv 
these developinQ countries liks India have to face a 
tough competition in world market* Consequently 
uith instability in supply and prioSf thooo oountrias 
do not stand a vos^ f a i r ohanc« in the yorld a»ai:ket* 
Thio laavos tha import sestort t^ioh to a great extent, 
can be controlled by internal factors* Therefore, i t 
uould be much batter to cheok the imports also along-
uith eiqsort px^rnotlon* 
13*5 But to imderstand the exact e f fect , the export 
and imports and thereby tanas af trade have on the 
balance of paysenis and eisunoiaic: grouts of the country, 
i t would be worthwhile to study the impact of terros of 
trade on foreign exchange f lw* 
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toiiP,!, BtJ»m».aL f g f i t o . rffltoiaff, USM 
Ba»e S 1968*>69 » 100 
Year export 
earnings 
(Rs.Cr.) 
TTe Percentage 
change in 
TTo 
Foreign Exchange 
floy 
(Rs, CrJ 
(2) (3) (4) CS) 
ig5l*S2 733 tO 121 - 11,2 - 53.6 
1952-53 577 • 3 90 - 2S.6 - 147,8 
1953-54 830,6 101 * 1D.9 57.S 
1S54-SS S92»3 109 • 7*3 •f 43,3 
1955-56 596,6 93 - 10.1 - 60,2 
Total 160,S 
Souros S COIIURI 2 « R«B*X«*8 Haport on Currtanoy and 
rinanett (1960«6S iGsuQs). 
Col8« 3«S Calculated* 
14«0 Tha above tabia shoys that in 19S1-S2, dQeplta tha 
inoreaaa in oxportf ths tsrwe af trada datarloratod 
tiy 11*2^9 rat^eing tha foraign axohanga flow by er. 
Sinilairlyy tha rise in exports the next year faiied to itii-> 
prove the eo«9»odity tenae of trada uhioh reduoed further by 
Slid i^areby foreign exchange fiou reduced to a great 
extwrit by Rs. 147^8 or* Tha third year of the plan ehoued 
alight iaproveaent uhen the coionodity terote of trade im-
proved by T t^ia led to an inoreaee in tha foraigfl 
exGhange flow by Ra* 97»S cr. In t954«S5| the t0*4% in** 
oreaee in the export eaminga improved the eonraodity terms 
8 8 
of tfad« hy 7*3^ and the foreign exchange flow raoorded a rise 
of Rs, 43«3 or» Unfortunately in the f inal year of the plan* 
fleepit* the inoraaee in exports by uHich now staod at 
Be. or** the terns of trade reduced to 58* Consequently 
the foreign exchange flou deteriorated by 60,2 or, Ourlng 
the entire plan period| tho terms of trade cHsvenQnt ehouod 
i r i »gy lar l ty , with groater bent towards adversity• Conae-
quwitly, thare yas a loso wortti 160«5 cr* of foreign ex-
change • 
14*1 Thie ua& very undesirable snd disturbing^ thersfare^ 
a deeper probe into the reaeone for the adveree aovementa of 
terete of trade becomes inevitable. Henae the indices of both 
exports and ijaport® together uith the teiane of trade shGtild 
be studied ot thie point* 
Baee J 1968-69 « 100 
Year Unit value Unit value Expert 
of extHirt of import earnings 
TTB TTy r.E.FloM 
1951-52 178 147 738.0 121 107.7 - 53.6 
1952-53 116 128 577.3 90 89.1 -147.8 
1953-34 94 93 530.6 101 97.9 + 57.8 
1954-55 100 91 592.S 109 112.0 43.3 
1955-56 93 94 596.4 98 113.7 - 60.2 
Total - 160.S 
Souree i R«B,I**e Report on Currency and finanoe (1960-6S 
issuee)• 
Calculated• 
8 9 
15*0 The table 11(b) above shows that in ig51«S2 the unit 
walua of ©xpoftr lnoro«®«l by but the ooramodlty terms of 
ttsde detaHorated by 11*2^« Th« index of imports increaftodl 
fiWiiB 97 to 147» This led to fotBign oxchartge outflau 
of R8» S3,6 cr . The Incomn tenns of ttads shows & very i r -
regular trend. In 1951-52, they yere 107.7, radueing to 
85#1 in thn next year and again moving upward to 97«9 in 
1953-54. The upuard trond continued t i l l the f ina l year of 
the plan uhon they warn 112*0 and 113*7 in the last tuo oon-
seeutlve yeas^s* Similarly the irregular trend is evident 
in the taouements of comiodity terras of trade, from 121 in 
1951-52, thtiy deelined to SO in 1952-53. The next tuo years 
shoue'l an upward trend being 101 in 1053-S4 and 109 in 19SA-
SH. 8ut in the last year of the plan i t again reduced to 98* 
15*1 SuiMning up i t oan bo said that t^ ve situation that 
existed during the entire plan period ua« foreseon. Sinee 
this ua© tho f i r ^ t f ive year plan, and a plan for rapid 
rate of economic g rou^ . I t uae expectod that t^e Imports 
would be high. On the other hand, the Rconomlo situation 
of the country after independence was not at a l l suitable 
to increase the performance of its export-sector* Th« 
partition of India had created etwrtages in several sectors 
- both industrial and agricultural. Oesides, during the 
BH.tish regiiMiy not much ifflportance was given to industria-
lisation* The only industrialisation that did take place 
during this period was for the benefit of British Covern-
Mcnt only* Conset|jently» to have econonic davelopaent end 
nmove the Indian ecanomy fmsi theciutclies of poverty i t 
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um vexy se^mitial that India should laufich Haavif prosramss 
of intf(39t»ient|t both in Industrial and agrlpultural seotov* 
This nscsBeitated the naed fo r substantial amount of fomign 
oxt^ar^Q* TfKis dsspito s&strictiuo iaposri policy, ths pros* 
sure on the for^i^n oxchanQ* uas tronondouot ulth tho oonii««> 
c^wco that during i^e antir* f i r s t plan ftoriod, India** 
halanefi ctf trade shousd deterioration* 
Tliie drainaga oould only be stoppod either by roduoind 
imports or by proiaotin^ joxporis* Tho export oootor oould 
notf at thi& staga bo very ouooessful in holping the oltuation* 
So the next altornatiwa was to roduee imports. But iroporta 
of only aansunKr Qaods could bn roduood, uhidt uer® already 
w r y lou in taUal imports* Henco import substitution then 
mmB to bo the only anat/er to this d i f f i c u l t problem. 
All this msanr. ^raater emphasis on Import substitution* 
I t plays a central role In the pxooess of industrialisation 
and has reosiued oonsiderable attwitinn. Ginan a rate of 
Qrouthf special e f forts to inoroase Import substitution is 
a way to ineraaM rate of grouts of ^ Eioonomy and deerease 
balanoo of payment d i f f i cu l t i e s . But in the early stsQes of 
industrialisation domestic manttfaotura of previously importsd 
finia^O':} goods rerfuires substantial importation of raw mator-
i a l and intermediate production* Before domoatio production 
of previously imported goods starts^ large invsstments with 
hif^er import oomponents are neoassary* But s t i l l the i s * 
pertanoe of it^Msrt eubstltytion cannot be ignoreti* I t i s 
a major faet of today's ecmnomy* Self«>relianee is not ths 
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mmm tMlriQ aft a®i f - i « i f f i e io i i ey » S0 l f - « j f f i e i© f t ey 
Mith th8 progmsa of ifviuiitiriaXisatlofijt nftad for 
i opo f ts inet«atttt8« P« t t t t » i of iapurfc s h i f t to eapital ^cids 
and «}ptii8tlcat®ci pfoduotlofi %mk9B pXacse c&ttr to IntsirdNafigs 
of taelmology* tlMed impQT^ ean InQtease providiid tfiey are 
paid by export 8®,»fiir»@» aori export i© closBly ralat-
t@d bi if^Qrt 8ti&i»tltytio?i« 
Tliera ®teuid b « & tyif i proet®© of psodyotian. 
rtitein,g Qo^ od© f a r exports aft-d al®0 a«t»stituii«e f o r the 1®-
ported goods, Ttm idea o f iaport s«.bstitutic»fi bsoop®© in -
tinrwit in i^e pi»cs®s of indysti^al dBHoioiWBifit that has to 
take pisGQ in. our c^unti^* 
T i l l mu there i s tmt wuoh [jrogimss ma'le in this 
©phei?® thawgh thsra i s large siiop© ©pesialiy in 
iroft @nd stnei and ®fitine©riitt Induatries* But l ibara l ifli-* 
p©rt6» yhich i s faot^ i»p®d« ireport stAjatitotioo* I t i » 
very »®s®ntial that a l l the ijidigBn»oit» rsaourtsea and toshrio-
ifiiW ar® put to th« mmnitmm um artd haw® e''fs©tiw® proQre.es 
of iiRport tfulistitytiofi far aoofiomie dmmlapmmt* In ord@r 
to hav8 eeif^relisrtoo and a faster rats of gitiutlit i t i « 
very nesentiai that m should hav@ no yastafe of iitporta* 
Iii|»»rt» iRust btt m®d basod only* Ooode ti^oftt i n ^ r t 
titutiofi possibility exiat uitbin the scotioinyi their iisporle 
should be totally banned* The produotiotn eebedtile should be 
preplanned and m coordination should exist betyeen the pro-
dijeine and oonsuiaing induatries* Inipoft duty sheuld be in* 
oreased imd industries not requiring imported ray materials 
sNiuld b© given a l l the enooyraQeaient for their ei^iansioft. 
TIIA INDLEIIFIASRUB RESOURCGS and already oxiating eapaoity 
should tre ful ly uilli&ed* Imiuairial research fmd tefihnieal 
»j8weloj»»ent uould haip the import stibati titii#n a lo t . 
i f i ^n analyeia af th® cooipositian ctf India*® imparts 
in fivQ poat-yar years stious that fondgrains and ba»4c con-
euwptlon goods acaownt f a r abnufe 35'^  of the totals yhUe 
rau matarial end iotamedlafce pmiuots, chiefly raw eastton, 
rau Jute, tnlnsral o i l s and a r t i f i c i a l eilk ya«t aarountod to 
The romairtdor Gan«i?5t«t} of ruainly dotfelopaent i t e® ! 
such afi machinery and 0t|tiipa«nt4 Luxury itews accoufit f o r 
only* Uith the exception of raw jut® and rainisral o i l s , 
conausier uands and other Qoods ovontualXy to b© used in the 
prorfuction ntf consuwer ©oods omounted to ©lightly under 60^ 
of tha to ta l iniports, Kost of th««B Iroports eupplewent do-
» o8 t i e produotlan o f oomnodity* f rut iu^t ly chansn* 
in imports are rolatsd to doinactio preduction of itmis 
iKsncsmodf speeialiy s^ricultural inportv such as food, rau 
5uta and rau cotton uhich toQ«thar aocounted for of 
imports* This distribution i s partly because of th« inport 
controls and partly dstarminsd by the character of ths 
Indian oconowy and i t s eoniiitiiption standards. 
IS.6 Tho ©conowio strength or usaknsss of a country can 
b@ OHtasurfsd by a study of its forsiQti trade. International 
trade r^flocte tha degree of economic inter-dependence of 
nations, 3ut country*8 inpott market may not mincida 
necessarily uith i t s export mai^et* Indians trade relations 
can be traced bac^ to time Immenorlal. The t^antum and 
direction of Xndla*« foreion trade has undergonm a decisive 
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ohafiQa after ind«p0ndsno«» Partition had trwuandotitt of foot 
on tha jsattam tjf out trade* Oiraet conaaquanco waa of oon-
varting Ittdia into a not importer af sow® atratagic wntarlale 
life® f ibra, «afctan and jute in i.^ioh sha yaa largoly a a l f -
©uffloiKjit and a aubat^ntial imjiiirtar of food with it© da^ 
ppndafioa ofi vagaries of natur®* 
Tha in Juries infllotad by parti tiait in tho matter of 
f l jw of eapttalg mowowants of popMLiiatlair! and fiou nf gooda 
and cantinuoua fee ling of inaacurity uer© sXouly healod 
pairfcly by inoraaaad dciaestic production and partly by tnp-» 
ping othor sourcjes af supply* 
Thern is an impondorablQ faator In bh© Dotapoaition 
of India's I'-.'sports v iz . food» ?..ftar indc?pend«Kno« duo to 
psisuuar politioal circurastancer. ©roatad by partition of 
tlt0 cotmtry, major ®tros« on indiif-.trlaX dsvel tpiaant uaa 
postponed. The rtml impact an oaunfcry's induatriaiisation 
pan be aaen on iasports dcrino f l r a t plan, 
15*8 During 19S1-»52 « 19S8-S9 India auffnred a trade 
deficit^ tho siza of uhioh steeply Inoreaaad fsom Ra«232,S 
or. in 19S1-S2 to S94,8 cr, in 195?-'Sa, T?ia ootatandifig 
feature of in^ortc in this period ia the markod dacraaaa in 
in^aorto of conaumar good a« Tinis daetroaaa uaa affactad uHila 
tha total outlay on importa uas inoroaaing at a faatar rata* 
16*0 The propoaition of import aj^endlture on raw matariala 
rmained aoi^ a or laaa ataady but tha slgnlfleant trend ia th« 
sulteli over in outlay on capital goods, Siffiilarly» tha 
Qoa^8itlon» pattern and diraotion of exports la alao ahaiiglfiQ* 
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But daaplt« a l l • frorte India contlmiously facf«d the trad© 
cieflclt thTOuijhaut thi» plan* 
16t1 This acute shortacB of foreign in India, 
coapelG i t nat crnly to ua® i t f?ir very iiraltod goods but 
also to Bjqjlore n«w export atfentice f o r eiKport earninrie. 
the choice is fc^ether to get imporia f s ^ an expoft^ i^va 
aourcG or mt get i t a t alX, whtareaa the main objactiv© i s 
t» es t i t from tha cfraspast sourca* India has ofi©it to im-
part f roa expensivB aourco bcoauan thv itoin is crucial fox 
isconamic d'cwolopmant^ B^sidas, liu® to bi later ia i trade and 
parymemt agrBcraonts, which India has taade viQarausly, i t do08 
not hays ©uah chaic© of sauro® e l «o * The- need f o r u t i l i s ing 
Qdwantagoauoly tli0 import capncity satjuirGd thr unh exports 
ynder faiXaterial trada and pftyrannt.5 '^Qr^BWenis gvdns i»por"» 
tanca. 
ThtJ trark' fmd paynants agrsi wcmte have 
been mario raostly uith the East ruropsan countries. India's 
trado uith taauntrie© of this recjitm has been the wost dynanio 
aaotor of i ts trade csovering 17-1855 o f i t s auport© and 11-12?C 
of ita imports. 
16.2 India hafe mad© sewcral barter deals uith diffei^ent 
oauntries during thia plan period to en&ur® availabil ity of 
espential goods not otherwise obtriinabla and to seowro tha« 
from coft curroncy countriae* 
16*3 The eeonoffiio utiliaation of foreign exohan^e re*^  
Bourcse actually dapeflda not merely on ideal contid©ration 
but also on the various conotrainte goweminQ the availabi-
l ity of foreign exchange reaouroea. Imports of eeleot»d 
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can be uaed ae an iir^ortant Alemont to oorrect^ to the 
•xtent pocr ib lo j feho balanc of payroentw d e f i c i t o lthor uifcli 
eanvertlhlo currBrtay areas or with noft-conwfrtibia eurirency 
areas^ 
16*4 Thero can to® no doubt atiaut thg iraportanco of sxtarrtaX 
ascis: tancs In th© cievQlopfiUBnt of a country^ though i t haa i t a 
probloBic, Out Sid® by ftlde tho ropaywont caqacity in equally 
it%3art<^t« t ' j^ort Qarhirto& tnusfc be increasGd or ©.Ice imports 
yould hafsipfu: the cacortomlo dewolopreiant af thm cot-sntry. This 
»f5qy5,rQO teo^o lcg icaX, f inanc ia l , p^ j i i t i ca l , oultural , gaoQ-
raphisal factors to ba harmanioUBly balance'' f o r th-^  a t ta in-
ment nf aiior-osn, Nfju iiiresotions l ika exporte of non~traditianal 
items ehoylit bo attainetl, -cr-ordinc tc S i r nWmc^l l^ Indians 
»Kport earnings could be inorcaBnd by halping the cc!Kp;:.ratively 
less davolop0'i caun t r i es , India Iran altei?dy star tad industr ia-
l i sat ion of i t s cjconowy and i t s political situation i t fcdr ly 
8t?ibl©, I f India had nlnjjat trading relat ione with othor 
dewaloping countrieB at i t s equal l©'vcl, probably the trade 
d e f i c i t situation woul'J not havQ been so bad. 
Impart planning requires a ddep study of domeetie 
r^quirewantst eourcee of supply and maans of paying thoii, 
Ifloreaaing taf&po of ecH^ notnic ddvelopment inoreascs ieiports, 
Lhon supply at homfi and defltand abroad o f our produot« i s 
atablo, thon things ars ^aay* But i f thoy are defeckiwo, 
i^Kirt planning bticaomos a d i f f icu l t task. I t not only ha» 
to take into aocouni the indue trial ond economic tranafoma-
Uon in th0 domestie sector but alaa the evor-changing siUia* 
tlon of the uorld* <^ 11 this mkee iotports in a developir^ 
ettonomy play a very crucial role. 
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pp^ft m m , mnm m n m ^ . riyi, mn, m f m * 
iy tlw IMID »r lti« fi»«T p3j»i, pmllmt hmi I H I C W I 
• fi«iit Itiffi* l i mn fiiiy Mtsfini} MIMI la the indMStviftl 
IspMint df tim <iotiiit«y« i t n«(f« M w n i ttmtim 
nmgatimHom iiitit tli« rnmrnt ^ mmttimrn iliwiMiryinf i t » 
tf«ct« diveetiim» 0»9pil« tii« dufioit in tii« !i«i«fie« of tisds 
a t^tteiittiitik «ftd tpiKtittl pmfmmt iifir«ti||«iKttnt» uHh i l i f f s m i 
f ^v tw i sMf wmmml fviendiy oitim:tti«« l^d s t a t M 
Bxtvnilifig Italp l a t)i« in^oaitial. ii9««l.9patfliit of ^ mmt^e^f 
idtti tti* m t f i t ttadfl titlH Ca«t tum^wm cmtifittiM 
ii]ip«fidBd « « umll a« ysnttieiion B^nimk d « l l « r md oth»w Myd 
mttmsf mtmtwimm li«8«iim Imm Bmmm tiy tim md sf ths f i t s i 
piwi* 
1*f I t mv iit t^n l ig^t df this iitti^gfoi^iei tti«t tfte s»f»ifiii' 
pisfi uas ^YMtilttied yHieh proseiitttd in VIsy l9Sfi« In tNi« 
{liiHit Qmtat fttvtstt mm laid sn imiustciai duvalofHiMit eon* 
••qiMntiir siwing v iM mu |}f«tiXMis» TM.* vxtva inportiiiefi 
eivan to tho ine^otriol ••elot oowit aoro iii|»orto and nonmi 
Qffoator faMtdon on tha alraady ovas^iMitdonod faroion »itoi«an9o 
taaatvao* 
t«2 Ttio filannora tiad oatioatod that tlio ineroaaa In tha 
aol^ai wiotifit of iiiporta wottid not im aitbatantial* But 
oonttaHly fton ttm vaty bo^inninQ of pian^ a aatlcod 
diffatansa batwoan Itia a o M l and tha aa t inaM iaiiai of 
iiBpofta tiaa ovident* 
t«3 HMtino aatiy yaata of tlio pian* i^o apaad of 
indttattial aetivitiaa liad baan faatat ttian onpootod eonoo* 
qyantiy iopotta iiara vaty liifli* Goin^ ttitougti tha tablo 
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yatild sive i}« a matm olsat vim mf th» vittiatiiifi* 
TABLE 180. 1 
lutfliff T,i»f<ff, H M ^ m 
Pa Had ftadw 
(Its, Cif.) 
B«|jafie« of trmdm 
IX Plan Ciq^irta XiipQi?^ Cxporta XspoiHui fls» Cr» PaScan* 
tana 
t05S.S ^ M • 251.S 
19ST-S8 t233»S • 12»1 « S64.i 20.9 
198S-S9 - 13.9 » 16.0 - 453.0 - 19.? 
19SM0 627.4 • 8»S - 304.9 • 32.« 
1100*2 • 0.S ^ 1S.5 - 4tS,2 * SS.8 
I Coaptitsci f»on tka data availsfsla in !l,8«t»*s 
Httpotis OR Cur^ ddisy antf Flnancii (ST-'GA ie^m^m») 
Th« atoifa ta^ia eXaarly atioiia ttiat thf»tt^tit ttiia 
aeooiid plaft« tndla's iapafta uaru Tfm mMn 
smaaoft iia« tha ^iifHi of imfiiattlal cta«@ia^ian% tiltifsh luid 
baaoiHi taplilf aa tHa iiKliiaitialiata, baino aitooutaQed t»y tlM 
aoaaasa of ^ s f i t a t plan, liad baoaaa vary aaoar ^ earsy attt 
tin ptofimma of imtoiatolaUaatioii* So tha bulk of tHa 
vac i^«<MMmfca of lndKtai»iaUaaiiofi waa impottad in ttia iniUml 
yaara of tiia plim» to yhioh thsrs waa no »agt»l.atory Maehaniaw 
appUad* Cofiaaqtttntly Xavg* aeaia importa of eapitai gooda» 
van Mtariala and otHer intatiwdiata pmdueta inavitatila* 
Saoondiy^ the atupanttotta inetaaaa in ttia total idipoirta iiaa 
dm to tha fiuotyating doniaatio agrioultutai pvoditetioii* 
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Ofiiiettie p»o#imtii»n of fodd^ftiifis i^iufi »iR«fiiit«tf to €7«2 
iwi* tone ifi 19S4**55» dsoliiHid ^ 1«4 nifi* during M 
foUovinQ fm&Tf that is « f a l l of 
In t9SS^S7» ^ pfodtteiiofi inpsoiNid ity 3 m» 
iiiily« lo t9S7«»IIS duni to unfavettfalklM mmt^ mT^  ihti (Httpit 
mm at i ts lotMst p»iiit duritifi t ^ ti^m frnt^g tH«t Is I t 
liss only 03*2 IMII* In tt^ ylotd fmll by 
i*?^ « « to yiotd of ^m f i r s t yoav of tio plan, 
ffoneio latfe ia^otta of foodftaifia tittoama tnmitablm, TNm 
MO ooa ttiat in f l ra t ymmr of plan, lapotia toat) by 
mfd in ttia aaeond yaay tha Inofoaaa «a« tn 19SS-S7, 
tlia total iaqm^to of food^taino to 2«i m* ^not 
tidtareas in •asiiot i t um only 0,§ ait* tona* TMa 
inoraaaini yaa maititaifiad iilion in t9S1'«*Si» liipoirtS' y « « « 3«S 
sat* tone. 
2*2 tn the fiirat yaar of tNa plant tNo aititatien yota««od 
fton lioth aidaa* On tHa ana Hand Inpacte voaa by 44«^t 
ta a99favat« tHa aituation, tha ex^orta f e l l by ^ f o l » y 
inotaaainQ M ttodo dafiait by 
2«S T ^ naat oauld lia eallad a aliQlitly Itattav ymmt in 
tha that |||«it#i iwpgiUf a|pin soao» ^loy »eaa only 
by 9m4 aaoondly Umi ejofMitia too an immmm 
of €M»(|itantly the fiaa in ttada dafioit iiaa only by 
foiaifiQ tha indax tm»mt fwm 371.7 ^ 
2»4 Tha tiiiid yaat thot i « ff88^t9» tottld bo oollod a 
wify ovitioal yaar* I t iiaa in thia yaar that wo bad to faoa 
tit* fwiim tmhmn^m C f l » i s , rif«tl|r» ^ iisiiibstss of tli« 
total tm(Mt%B ptotf^ fa r to* tlwi tti« antual Ifl^rtSf a« 
tli« sattawtiofi iioii« tfid' not eo^nliler tlt» kmtmimm lit iiip«irts 
to <if ifi^triftlisikUoii* S«80ftdly, the Stfox 
C^ fHiiil Ctisis ltd Ifi ifietiMMMi ill I I I * sMfipifit eost l»y 
l*S tSnii msjor dtfsst nf the plan was that tlia invaatiMfita 
titite mt yaiiiad out anntialljf* ainoo woat of tNi 
pfo5»ttti %mto tameltmS in iha f ivat yaare &f thm pXaiif that* iiaa 
btiiiipiiifl' t e g a M r of tde tMlti of the Imiiott reiiuirssiiHita in. tMa 
Qaaldaa, tho iiitjaost ileeiicsa noatiy mrnWmii irt tliia yaay» 
em incidentally* Hatitsa ttiat@ uas phmmmml im^mmm in ttto iaval 
of ill ioading to iMiioftitioii of wiat dmatio 
fftstrietiona ovav and a taa]>{i»aiaai of tho ^lafif in ovdar 
to fBd«teo ^ ^vdaii on tHo fovoign axohafifo raaorvaa* Aa a 
reault of wDi«h kmpmxU daoiiiMMi toy mvi in tli« f o l « 
loifing two ysaea* Ttiia ohotild tiava i«{im«od tlio tsada balanoa 
aitiiatiM« teit unfoftmiatoly tlia axpotta too deetaaaod tiy 
i«i iaavinf Hia ttai^ daf ioit to Ha. 4S3*0 OY. witli a 
alight daoraaaa of in trade dafioit* 19S9«iQ waa a 
alistitiy toattar yaat, mm ttia i a ^v t a f o U fwrtHar tiy and 
o}i|)orta inoraaaad liy S*B% raduoiftQ tlia ttado dafioit i>y 
2*7 Cnootifagad by tiio daoraaaa in tHa dafioit* tlia iflp«rt 
poiiey tiaa U^imiiattd in ttia iaot y«ar (I9ia«6t)» Xoadint to 
a atiddan inotoaaa by 1S«BS( in tlia iaporta* whareaa tlia inoroaaa 
in ^ o i ^ t t oafniAQa inofoaaad by a vaty nagiiQibla WMtmt 
tliat ia by total aaporta amoisitin^ to Ra* 630«S or* in 
l O U 
mpa^itttm «8 m v ^ 1108#2 IjNivifiQ I N 
tfttito lialMm in itefidil <»f 47i»2 8X»« %Nii hiftisst in tm 
^im iiving wi imtmmm itf lit i t « 
in* s i t tMM^ «ti»iit«if im nmm^ wmu 
mt pmmlm% fm m Vk^ml in^ft iMiliey' «<iirii»iwly 
mffm^^ l i a i ^ A ut pt^mmH n i ^ a t l ^ m4 tim mmd f » t 
{S0ii»«tviAi frnmim titieflpm ^xim 
lim iiiH^ii^ plm li«i itftdn ^et f^twl-i^ 
in fim% ftmt' of plttn tesfi f a i iM t » dimvk ^ dstcvi**-
ratlQfi 9f Wm mitmUm* Tli« titiiit tmim lm$mttimlkmmlsS,m 
•mm ittirip #«pit«i ittswiialtltt ail 
^ ^ {»iiMit up ^ ^ mm fyl i i ft* Ttis 
litis* of inqii^fIs ^ mm tiMite a 
tiiia in- iiit»«»«tlwi«I. ptim «itii«ii$}» « • %9 
in tSi« tnULanitt of pm^mm^m imaitii^ in lfiili««' 
tiie •.JUaMlfiQ ^m mf bmmm iiM^fittt^iw* t^mw^ Af 
imiy i ^ i l ^ l goMti yiiielt M»»» vn - i^t^ tii' itMi 
%imm M i f f^ t pfio^tlf im M plm mm ^smml 
iii|i#tt pttiif^t atl»in4a« mm migf mmttt^^m^ -
iBHWrla m iitriiW'tv attiaiiMat mwm helii Hy 
s^t i i i i mmmm»0 Tti» Immmm in impwirt* in til7«Si' mm 
wminXf m ommmmmt ammm^^* 
3«ll ttw frnmim •K»i»iif« f««»nf»ii te or* in 
a mmwimm of maiMtfSft mm tatesii 
JUmMitt«« llmmm mm tatlifiMKl 
ami m mm datailvcf fatai^ii anflAiaw M^ttins tiaa 
l O i 
1,1 Ttmsv mthodft led Is the ifnpsevomMit of the eittiatiofi 
and tto in 11)8 iafuitl poXtoy m9 SQaln UbflmliMid 
iBttdiiiQ to IflMHidlato inQfitttim In the Inpoirt b i l l and fusthar 
imsnmm in thA defieit tihioh ufts smsmd In d « f i « i t 
only* 
ttm p«9tii«R took m uotst tit«9i Itseausii of ths irigidity 
of the a i ^ f t «»etit»n» Despite a l l tlis Catport PinRRotion mhmmu^ 
thii itieir»aMi in axporte mn of m vsry magrtt anouftt ftm 
e27»4 In t® Rs. fi30«S it»» in 1960-61, titat i s of 
only 
The fisllouinQ table QIvos th« value af impoirt^ mA tha 
annual ^ariatlone* Over the period of ten it^porta 
have mtiTm than daublad* Sesides, dcapita tfmir ummn smutli 
tha txt«id was an opii^td one. 
m^Lm* K 
In, 
Pavlod Ct«aiiQa in the valua of liipoirta 
over pnaoodinQ year (fta* 
f^arisiRiiase 
ohante 
19S6«87 * 3S«9 
19S7-SS • 134»1 • 12^1 
19S8«S9 * 2Q4*6 • 1«»S 
- 100.9 • § • § 
I f i M I • in .9 > 10.i 
I Cofliptttad ffojs data availabla in R«Q«I * Sulla tin* 
4*0 ttw abftvtt i«bla ahoya timt 19S7->S8 ia tli« peak yaat of 
iaporta* Thia yas tha yoas of F o f a i ^ Cxohofigo Ctlaio in Indlo* 
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mwrn U9te »»mt&l tmamn» for tfiie exploviofit Plainly i i was 
l>«eatm« I t uac a ti«d ywir luinee the ptodudtion of foodgralns 
mm only fi3*2 Million tofisi tlio Iwdoat yield during tho earl ier 
fitm years* Cetteoifi^tlf larfv t^mtity at f&o4gw»im9 uere to 
lie iii^rtod* T h ^ N in tiw oarlior yoara too» ioport of food* 
etoiits iiaa a^etantiol lioeayoo of flitotttaiione in the donoetie 
front of fitiiid§roiii»* In t#tel foodtraina prodnotion 
inoroaaod to i&«S am* ttnto that i « an ineroaao by 3 m * ton* 
oiror tiia yield tfeirins tiio provioita yoar« of food^roina 
in liad aaiottfitoi to- only am* l»na m4 2,0 «n# tone in 
tlie foXlouinQ y««r « The et^orfi doeline in the asrienlttiral yield 
litetins ^^ nooeasaty iniiort larger qoantitioa of 
foodirtfifia « in 3*$ million of foodgiAina lied to ^o 
ii^ortod* 
h i Soaides tiieae dowse tio tmrnmrn^ tlMtre ^ r e oxtotnal fao-o 
tore too tliat ereatad diffiottltioa* The Sim i::riaia raised tlio 
t f o n ^ r t mm% by tNfa ^ e ooat uaa Otteli oore than ^ 
oatiittatoe* 
Tlie entire plan period wee in the {trip of foreiQn Ci^tienfo 
diffiottltiea, tmt t9f7«>id wee tlie f^ oalc year doe to ^ e rMOono 
already eteti^* ConaeiitMmtly there tiaa tlie reofipraioal of the 
Seoond Plan in Ray under Mliioli oailing was i i^ood on eif* 
nondituro for eome of tfie dflvelopiiitont fifeftUMioe and aleo 
otfoteer of tile plan naa olianooft* loji^rtanoe itaa giiten to the 
"oofo* indnetriee lihic^ needed sore eatomal aaaiotaneo» henoo 
tlw otiier proleote note 9i«en very Ion i»riorit^« 
4*3 tn SopteolMir t9Sa« ^ r e wae a further roapfireieal 
undor wliiolt tiie total forei«n OKehante of ttie Se^nd 
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Plan was unrked out at Rs. 1700 c r , against the ?3rlgin«l 
flQUra of Rs, 1100 cr » But this rcwised estlroato ton 
based on ta^aral aeattnptians. High hopes uor' l a id on lm<» 
ports o f fntjdgrain© f t op PL 480* I t was aisa sesn that every 
attempt uouli be tnaintainud t i keep th© atBrl inq balance at 
tho minimum Iswal af flc , 200 c r » 
4*4 Impartc uera nXco and r^raatar strccn w.-'S l a id 
on oxport Drtjmatitjn measures* 3ut; by ond at ths plan^ 
import pol icy bacaise l ess r e s t r i o t i v e . Imparts of canaumor 
Qoofi® which wore in ghott supply ouinn to t tqhtor i-npart po-
l i c y ue?r' l ibora l i f ipd, ss ual l as tJu> iRjnarts af capital goods. 
In ordtjr to underetimd t'iti exaot amount of nati >nal 
inconj© anent an i'^norta, tho stu ly af import -coa f f ia iant bO'-
cataas Irapsratiya. 
TftatE m, 3 
Import Coa f f i o i fmt duyinn tha Sggt^ mJ Plan 
Period Matianai Incoaa 
(Hs. Cr , ) 
1 
ISHaort Valua Import Coof f i -
C i « ) c iont 
2 2/1 » 3 
1956-57 
1957-58 
1953-59 
1959-60 
1960-61 
12250 
12100 
129 50 
13180 
14140 
340*6 
1036.4 
906.3 
<?60,8 
1135.7 
0.07 
G.09 
0,07 
0.07 
0.08 
gpuypy t Coeiputadt Data from R.B.I.*a Sulla tin on Curronoy 
and Flnanca (1963-54 - 1966-67 lo^uss). 
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S«0 The mb&m tatile shows that diii^nQ the national 
inoiitifi ifiov««Mici ftom 11675 ta 122IH} otts* 
lapotta imitMtM^ tmm fte* i7S*8 ste* Is $40*6 » 
^ t hy TNi iitpttst eoafflelent imtmrnwrnti fmm 0«0S 
to 0«07 that ie ta tmf of the iiatlonal. iiteoiw mm i^stit 
m i i ^e t sv 
i«1 In th« seiiofiil m^mt of the plsfi, t^iir* yse a further 
tmireatQ of In Mmpm^f the iflpitt«»EK«ffioient fiirthey 
irieifi9 to This fmt wee the moet iliffiotilt yoar fo t 
Snii&« « « f a r aa Ita halMioe of ^ywente Q-o«a« The Foreinii 
CKohangs dif f ioultiae ouiiiliiatai) into a erieie. The agrieul* 
titiNii ou^ttt tkHSeetioaXiy t»id raduoeil trMi^4otialy# Cona«» 
q^ywitly iai^rta of foodgraiti heoatta iirparatitfo and ^set toe 
at a high ttaftepori heoayee of Stiax Canal Criaia* 
i*2 In the iaporte were ^soraeaad by Mill 
haaidee there wee inoraaaa in )4iioh national inoome uae helpfiil. 
in redtioing tlw ie|i«rt ooaf f i e lent to 0»Q7* The ehara of 
iajHirie iiae only 7% of tha national in^ma* Saaideey thia year 
the iaport polioy tiee vary teetriotad* Tha eemi raetriatad 
iopar^ fMilioy aaiiitainetf the iMoort eoaffiaient at ^ e level 
of 0*07 in the fottfUl year of tha filan aleo« Out in the f inal 
yaarg that ia in the iaport eoafHiiont inereaead 
alightly ta 0*08 bmmmm of 18*S;ii inoraeea in ^ a ioporia* 
^ t ainoe national inooae had alao ineraaae4 eiiMiltaiiieoiialy» 
tharafora the ad«araa rofmrotieaiofia of inoraaead iaport h i l l 
( 
were Mini»iead« 
S»3 But thia e tu^ ie ineonoleta without a futther ei 
of iiiport atflti^Uar* That ie to aoe how far iaporta half.^... 
ion 
in tlHi 8»ftoaio gmwth of the eoimtry* H«nea m uiXI ROU study 
tHii 
jAa^i; fao,. § 
Y« « t Chatigt ifi Hmtimml In liipttvtt ti^iort f^iltlpXier 
Xi^iiii Cr*) CR8« Cr«) 
(1> ( t ) (3> (2>/C3) 
• S75«0 • l it#8 3.S 
1957-58 • 1S0.0 1f5«3 0«8 
^ 130.t fi^S 
* a20«0 • 54«0 4,2 
1960HI1 # 0i0«O • ITS.S 
Sduiret t CD tomputm^ 
C2) nM%» atmilfttiXs in f^StftUaUimX QuUtm nf inUlm 
CefiHtoiiy* - ICuXkucfii l9iS« 
S»4 tfi IdSS^Ty ttia in th« nationaX ir^oiia « f 
S7S otm wluit«M iniMitts innwnmed by 1f1«S Cmmpfimntlf tlM 
ii«p«ffr<««iiiXtipXi«r r««lyo«(f te onXy* In y^e Moond y«ar tiiare 
IMS Xi»««r iwtfmm in nationaX ineoiia tlia% is of Ra* 110*0 er» 
onXy and inofaaac in Inporia ifaa graatar tliat ia af fta« l9t«B 
s r . iMMiaa tM liipaft<MMiXtipXiar rt;ducad furthar to 0»S onXy« 
S*S In ^ a Hiird yaair of tha pXan» iteia to vary aitittl inpstt 
^Xioy» tha iMpavta tadttaad tiy Re, tihiXa tha nationai 
ineaaa inexaaaad by lla, 8S0 cr , Tha i«p0rt<^XtipXia» ahat tip 
ta €*8* Hiia was iminXy baaaiiaa tha taatviative ii^aaft IMXiey 
pamittod tha iap^tta af otiXy thaaa ooada tliat ya»a aaaantiaX 
for aoanottie ^iaiith af ^ e aountfy* 
S«S In ^ ifwrMMif tiy (!«• TMia 
ita« m tfttsy neiilfHil i m t t m t m in the fiAtioncl tmrnm^ ^ a t o f 
ofiiy 33Ct»Cr erti« TNs (tmntmmti fm 4*2* 
fhift'iMt itie of i m t m m Q in ttie mf m m m m s eeo^t 
vllmwm m9 bf ttw «hat» ef eapitaX 
pmiis ittomstti by «fily« 
t « f ttw finid y«at of tlw plan pwmmtmi a iweh bttliif 
plGluto thoueth the IwpQtt* inov^awe^ liy er» But ^tmvm 
mA a ini»y«a9« ill th« natiotial Inemm lli«t i s liy Rt* 
fiiftO fli«i li^xovad to i#3» Thia 
again KMKsatisa ttiis yaar tJte enphaalji uas mtm on tlia impmx^ 
mf csapitaX foada and tha i i ^ v i e af tau natariai «nd oortsiMiar 
lioya tmiiiHiad dira«tiealiy» 
S«8 ffanee urn aaa titat i t ia not tH# nizm of i n p e r l ^ i U 
yhiah ia vary iiaportaiit ^ t ttia mm^mmta of titase i«patta# 
India ^ i n g a t i i i an iifiiiajrdavaXoitad e^yntryt desifoua » f 
aeNiavino eapid aoanoaie gfoutti, fead to have a H i ^ import* 
bliX but i f iNia bfinoa aXont tita aaimooio f}fQwlli» than tN ra 
ia na naad to uotvf alMHit baeatiaa i t pioiiiaaa a liatter futuva 
tilian wa iiiXX aoon tiaoana aitfflaientXy adwafiead to attain 
atMtonaneo* fhmmfmtm^ i t ia itlHm ooiwiBitity oon^aition of 
iofwrta uhiofi ^louXd lio oavafyXXy atttdiad* I t Iwa ta b« aaafi 
tlMt Ilia iUniorto ahouXii not inoXucIo any gooda i^ieli do not 
inevoaaa tha paoa of ooonaoio gtowtii* 
9*9 Thorofoto tio»« i t ia noat aopmpHata to oaka a otiMiy 
of tha oonnodity oonpoaitii^i of Indiana iaporto dtfUnQ tho 
Sooond PXaii, 
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fiimifiitfty, ttgwatilMaff,, if. 
CoMiOCiitiaa Si«f7 
n 125.8 li^S Zf*§ 
Raw isatatiala S6.4 S43 43*4 
3. Capital Qiiodo 29«8 
f c;e«i{»fttd Oats t fi«a*l«*ft (l«{iott« an ^ t t w ^ 
«fid rifttncM <62^1 « fiS*^ idntitt*}* 
atmve iablii ctiftol««ii9 ^ e pui^mm of iiip«stfi« 
tti« m m of tile mmmmv QootSs m itviHl yhlsii %mm 
m t « t a l l tm titft INIS 
S i m m ttet tlmtft tia» i m m m u f i m t d tmmS « t tlm 009% o f »«it 
Mitsfiais yh&ss fthats wae Iti tNi «a»fi y«ar« In 
tMi «li«'f8 of eofisiMHir t^wmum tit* i ^ m mf 
rsii MtsfiaXtt to THA SMI» tt«fid felloiMid IA 
til* mmt yMt yimm ommmer tgaodm shavs ttliundl 39 aiitf 
I M t « f m Mtat ia l s f a l l to 
I t waa wily III t M t ttia %»m4 aHait^ad and tHat 
«aa ^eaaaa of tlia atfietav iaf»r% fs»liey jmoafdln!} eenaiMt 
998ila* ttia aliat* ef Qonanaar Qa»da doetaaaad liy 4*3^ yNaraaa 
tliat af taif Mtar ia la valaad by at«t ttia « a r l i a » ttand 
aaaw back in utian ttafiataM» Qoeda waa ti»f% « f tHa 
tatal tliat l a a daetMaa af aitly and ta«i natavlala oana* 
ttlHtad i »a« f a l l af faHlnft ttia aaaa af taw 
itaiasiala fqulrmtt for aapital gooda and oanaawar faactai i t 
ia aaim that tan iiatariala for aapital foecta Mwa baan QIINNI 
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p»lasity im that lfi«it shava fm» aXiMys b«««t mf 
tMt of ray flwUtlaX* for nmmmat gaocfa. In 19S6*S7« 
ilia attars of raw naierlal far aonatiMar gomim naa only 21 
that of oapiial Qooda uaa tn I9f7-S8« i^an the total 
ahara of »ay niatariala feXl^ ttia ahata for oonauoar goods yaa 
radiHsad isora« that ia by 4.2% iliaraaa that for tha oaiiitai 
Qoosla uaa roduoad hy a laaaat pataant that ia hy only 
{ft tha fiaxt yaar thare iaaaat f a l l on oortmimir ijaoifa shara 
mti ^ m that of oa^itaX Qooda which ms 
Siiililarly tihan in tha ahara of raw (natariala uaa 
iftoraaaadf thora t»aa Qtaatar inoraaae in the ahara for oonaoAar 
Sooda ^ a t ia hy iltii^ the Bhara for eapital goods i^ as 
raiaad liy oftly 
tn tha laat yaar of tha plmnt thara uaa f a l l raoordad 
Oft troth f foftta that la hath ratit matariala for eotiattMar fiooda 
and fat capital Qoada rad(to«d« the ahara of eonatniar Qooda 
haifig and that of oapitaX Qooda tiaifig 
6*3 M i a atttdyino ^ aaaa of oapital Qooda ua oasa 
tha oafioiitaioii that i ta ahara varlad froo y«ar to yaar» In 
tlia f i r a t yaar « f tha plan, tha ahara of aapitai gooda in tha 
i«|iorlMi tiaa 2 9 i t imBtaaaifiit by in tha naitt year* In 
l989*tSt whan haoatiaa of ^ foraign aii«haiiQa oriaia, total 
inporta vara ivducad, tha ahara of oapital gooda too radtfoad 
by 29*01(« Than again in tha naxt ywar^ thara waa a diffarant 
ttand whan tha ahara ineraaat^d thou^i by a naagta Thia 
tipiiafd ivand mia naintainnd in tha fallowing yaar whan tha 
at^ra waa taiaad to 
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ft#4 this fltietttatiiiii ttvuil in tH* inpatlM of eap&M ig/mdm 
ttlMnift Ihttt iHe e^imiff umn dtsfittvalsly tsyin^ to Iraedae • 8 l f « 
•itffieifliit Imt af foroign sKshan^e erisis i i had 
« ofteolc on tier total (^rw«c}ifMitiy ea^taS. 
Qfidtfa toa Mfffetad* Stit in ispetia of nanaitflier aa 
wall mm mipXlml gooda bm^ tiad ittt»i^«e(t« Tha i a ^ r t a of ran 
«ata»ial8 afi^ IntatKadiaia fstotfiKita Incxeaaed Qumitita** 
tiv^ly iluYlftg tfia piriad tlimiQli tli&lr f^^mpattian liaa daeiinad* 
fi*8 In uhan the eauntxy %m» tfappad in 
af tha fataign Cjtahanga Crisis^ laying enphasit on axpott 
pfDiRQtion tieeaaa ln@\iitabla,i eonaac|iiantly aaveral tirada agtaa* 
mmt^ fcwrr conolitdlecl u i ^ «any catintfii^a dfwrlrtii 
Ttada afraeaartta mtm mada with many Eaat Etiropa^ tsmm^lm^ 
Palandf Saat fJatmany and thay eantaiiM»f pm*" 
vieiona aisiing at aiilaeQini t^a max^ats for the pftt^eta af 
to^ tha pattieipanta without eroatin^ mf isimianaa in thair 
Salanaa af Paynanta* Thaaa a^taeiosnta ptavidad that tha 
payfMHite for im^irta eoyXd ba oada In m>n*c»nvavtiliia Indian 
fHipaaa ii^ieh the a j ^ r i i n ^ oaimtriaa eauld apend for biding 
Qaoda in India ar sfMinding atharuiac in tha eotaitry* tn oaf » 
tain aaaaat a^iatary and <|tiafttltativa aailinga for inparta 
aiut aaparta yara alaa iispoaad* Hatioa i t yaa axpaatad that 
tha aalmmi af trade batuaafi partielpa ting aoimttiaa oatiXd 
inetaaaa wiHiout attaining thair fotmign aKahanoa raaouraaa* 
6»S In atdar ta imdaratand the raaaana tiahind thia rlaa 
in i apa r t^ i i i * i t la aaeantlai to etitdy tha tinit aaltta aitd 
fiuantity indaa of i«parta bath* This Mill sivc ua an idaa 
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lilitttlMir tti« ptiM» Mkm for 
mm iapftvt^i i i* 
u m i«ff„t„.§, 
4SMI1 « 100 fliigt f^fg: Mif f 
feodt Ociiika i 
itiUmm 
Hen fim%mtiaX n«m#<ttt1»fiMi TftM 
A 
t l Ptm f>ti«a Qty, Priea 53 ty. Priea 
iS f8 143 151 102 144 13i 
tSSf^l® too 101 184 12S 102 110 104 
i^rn^rn to t i r r 100 m 103 10? 
44 100 112 m 112 101 ICS I l l 
104 9S 92 122 101 128 IIS 
t Cei^ti»t Oat» I {^rrsnc^ anil 
rifiamM * iegiim), 
th« tatile givfis its wiffiQiQiit avid^ee of ^ 
«iffifttiMi« in lndi«*e it^ior^* o foiif easa«« i ts 
gan«ir«Xl# the rise iTt ptieas whl9lt wsrs «iom tttspaitsiliXa fov 
th« 4m%9Wi9W%im in India's Itmlmcm of pajnMfitB. 
7«1 In faod dtinic and talmatso, i t is aaan tNat axei^t far 
tlia iaat yaat of tha plan* tlw ^nit valua Ma baen Qtaatav 
tha qidantity indax thtauf^ut tna plan* In tlia f i r s t yaar, 
quantity indax yas only uHaraaa tha prioa index iiaa 98« 
iaiit ynar ttiousn ^ r a iiaa a tiaa in tha (|iianti«^ indax nf 
liiaaa ii^orta Imt tiiara tiaa a Qtaatar inoraaaa in tha unit 
vaiua iJtiQii yaa 101* 
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?*2 tm tNi {i«rltiiS iMNiiiliiMy sftof t ^ fovttiQii 
Cxel»fi9» CtitiVf iimvstft m f vexy vssMQisiif aoii««{}i»«xit3Ly 
lii|Kttl« of fondQtuifis umf mdtiiwdy imi^x mmbftr f a iUnt 
fmm 11)8 to 96« Bu% mlmm imtlct pHm lifti fi«% 
laptowcf^ tri« l«p«tt«tsiil ti»ft iltMi to nils I. tan III* 
did mt feeont any Qoftsideimltia It was 
dftly Si* 
19i9HIMI mm tttlmfs^mlf oswiltifif} «fi fmt in tti^ 
mmm that til ^ood eJliamta ife Ntd iMMpoir &mpm§ t^itlt ttui 
iK»sitit tlist tfi9 l i { » irt« 9f f«>i»d8t«iiife mm desllnod ts«MMidmi»ly» 
the fulIifiQ to 44« this In efemttaitle pfodoeUofi 
t^inh l »d to f a l l in ttm qptontity iaqsoirte oliould Itftim tt6X|HMi 
^ o«s«nifit of l^o rnitiamUm tmU t«ifo«litfittoirt ^ ^ uorid prieo 
•itttatiof} uao tfto tfmm tiofteo m uott^iMie i«{smwiaont mm mm4m 
in ttio tfodo dofioit* TItio mm foiisiwd liy ^m fwmt iiteioti tm 
%m t i s ^ l y esUod as ti Qtitiool fmrnt* In l9SiMl1t India again 
faood tho aittiatioM of food aeaxoity dua to low floafaatio pmdm* 
t i M and haiiao tlia cytatttity of f^ad^raina inpoyM toaa to te 
figiiso of 104* Fottimatoiy tho fitiooo liad diidniirt^ to aono 
OXtOMt* 
Tho o ^ r wn^JOfMOlto af iopotta tliat iHita tmt oatariaia 
and aantifaotifvad gooda toootdi^ a riaa in tluiir priooa* Hio 
(|tf«iititiao of tmu natariala loaa fmm 9i to 18t fiMi 
to I9li<*f? MlMffoaa tHo ptim iodox ioevoaood fmm 92 
to 143 in tHo oaoo yoof^ oioatiy indioatinQ that ^ o prioM 
novo mtm jraofioiioiblo for tho ttodo dafioit* tiio 
liHoo itidax of Mowifaotiifod 9oodo fooo f foo i1 to 1§2 liioiroao 
ttia qpioati^ indox vooordod a f a l l f to* l iS to 111* 
112 
t « s A •lightly diffsFimt »lttiaUtfit e«iiiii to widstwiGtt in 
l9S7-iS| i^ttti ^ U Q N tli« ptie* ifid»x a? tttw iNit«fi« l f « l l 
ciBwitity tamm to 104| |lii»u«h in wMiiifttetotttii 
Qooftot i t y«s »|piii priodd whii^ imA @Ofi« tqpt ttt ttO Miii 
tti« cKMfttity inttex hAd fallMi ts t i l l 
7 « i III tlm Hiicit f mmT of tli« pl« i f f«>% mXf dattttntie 
]»todiK3tioti M inatnasis^t dtf« to th9 foxeiQH Sfxeiian^ etiftie 
the i a i ^ ^ y<f« ^ t s f o t t t inportt 
« r bath miitatiaiis ati^ Qoods h«il tei bm vei^iQ^d* 
tim- tpmntkt^ Ifi^ftx of t«ti et«t«ti«l f « l l twm 184 la 98^ 
ihttra ua« « elifjht f a l l af ^ in {inaRtity ihd^x of iMfm* 
9ooda* fnflunataly mnm^* the ptiea* of thsae om^ 
m^tim mm ree^fdinfi a f a l l in the tiosltt naftcat* Thia mn 
ha tasfi ffoift their iii{ii|3@«« fha taiit valita of my inatarial f a l l 
to f t f which ya» « 9tmt f a U f m 12S of tha aarlias yaair, 
tha unit vaXm of ttaniifaotiifei gaoda f a l l ftm 110* 
7«? 8iit ffaapits tha affititta aiaila to t a ^ a tha h m ^ en 
foraigit oxehanfiai tha aji^ iaiitliim itidiiatsialiaatiofi Miia iofiorta 
of tay oatarial and maottfao^yatf gooiia to ifiotoaaa* Haooa i t 
ia aavn that in 19B9<*HMI, ^ qittaiitMi of iAporta of ho^ M o o 
eat«9»«ioa tooa* 
7*8 Tho iiBaRtity indax of tan oatotialo toao to 112 ftoii 
98 and that of oant^aotnto^ Qooda inetaaaod ftott 100 to 
ItnfoTtifiiatolyt ^ p^ooo too ahoyad an ttpiwottf tt^d^ tho tnitt 
v o ^ vioino to 98 ond that of a>amifaotit»od 9oodo ta 101 • Thia 
waa a gfoot blm$ ta tha olfeody ovaiwhiitMad halanoo ohaot of 
Indiana fotoltn oiwhanio* So tho |»lonnota liad to again iapioo 
ooooffo flontwlo en i^po»to* 
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T*9 Ttiit* ift to sairatt l«porVi»f»%felii 
•wseit^Xy d m » t i e wpiily l«tl to « fmll in ihn tmt 
•MleiMlals Us^ a tpaniity Ifulvx mt 9S« Itui mil 
imlttai •istt iliiii.v«ft««fl tO' f t * 'Slit tlw Qteidiig^ mt mam* 
f««liftMi QdottR m » s ^ i l Oil f i « « « ^ f i f itt* lieiftg 
tlioii^i f&w ai}Q« tim ptlam rMutintd tmrntrntf tluivattf 
iHiifiiftinifig tlMf fiiTitt* 9f 101« 
S«0 Afto]? Iti* ftlutfy 0f tN« imi«)i i^ MlMitii «if lliw mtitam 
mmmdiiUmf I t ueiiili! t»# fiior^iy|ii&» td stutty vwvimis •eux^ 
of 
TABLE m . t 
lt«giitii» 1! ISS*^ 196Q<-61 
1f«8 1t.4 
ETTA. 29«» tS«9 21 •« t2«f 22.0 
3. CCftFE. 1S«1 14«Q 
AffiUk M 4.1 s*s S.2 
i. »«t l l l AMiiea t3«S 1t.3 23.? 24.« 30*9 
Uitlii Awf ios 0,84 o«e5 0.1 0.0S 
Mm 244 2*8 i . i 
S» 2*8 2.4 l.t nt 1.3 
Total 100 100 100 100 180 
f ^ g f y t Cs»ptit»ct;Oftt« i ft«B»X«*« Rttfistt all ^ r f o m ^ 
•fid fifmrmi C i M I » l a m * ) * 
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fioti tlt« tfttil* i t is ••en tliat tn4itt h«« stfeeiiM-
fttUy to Irnnmt witN tlotlli kamtlm* In 19S6«» 
i7| tti« iiqsoft* f m ^ i s fsflmi iwf* <»fily# But tlic 
H^. t>f i i iiftd ii»9f««Miti<l to i^iieH was tli» 
f^ f fv* This inetaanifiQ iMd «ifk»t«(t ifliimiiiiaMy nftat IM 
SvoefMl Plan wae imiifllittii* Xn dcvpit* tlia fovaign 
Cxeltanse tM ahav» of InipaHo f t m Herlii Amatiea In* 
etmm4 lo in folloulnQ tuo %t iitemaaad 
imanerciitaly to tSim1% and iraapcioUtfely« tha nmUmmim 
f i » « tiijTing tNi aaiiond plmt paflod liaa iaert m faataita of tn<tia*a 
ifflpotta frDn ftwarloo* UNoiiatfar India haa aoitta food »hottaQaa» 
tlio United Stataa haa came to N r aasistanco and eanai^nod larno 
of foodgvaifia to India. %t% this pian^ i t uaa svaliaiid that 
India s t i l l ftoadod food i i i^rta in orde? to mmt the emifgefif^ 
teiitiirMrita and to tsuiid tiiiff ar atooka* C^onaattMeniiy 
^ 4913 aQT«eiBO0ts m t « aiQfiod t»atueoii India and United Stataa to 
iMke iaYfo (|tianti%iaa of foodQvaiiio avaiialila to tl^ a fovnar* 
t , t Tha aooomS iiipottos to !ndi«. ia ComaoiiyaaltH* Sut 
a diffatant tranil i « m n hate« 14ia>«a« in t«te f iyat Plan, tHa 
ahara of thia ration mm ooniinMoualy inofoa»inQ» fton the f i t a l 
yoat of tha Saeond Plsnf thia ifftit^ took « tinrarca dirootioii 
^ t ia i t atattod dooiiftin^* In 19S5*ii« her ahava i#a« 
tMtt in i t iiMMMfiatoiy f o U to Si.T^ m^ hy i t 
iiaa only thoyfjli t$i«t« waa iiavQifiai imt999m in tha (|ti«nM 
of ittpovta* In f9Sl-S6 ittpofta wava wo»^ Ha* 30ft,3 or* and tiy 
l9« ) - i1t i t uoa 321 »Q e»» In 19S7«»i«« tharo mm a troMndoua 
f « l i of CMROMiMoaith ooonttioa* ahara, failifiQ to tho 
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•MMi siliiaUoii i^timflMf in tttii fi«xt 8ii% in the foiix-Hi 
«fKi f i f til yftar* i t f « l i tn airtd f8«p«Gtiit«iy, Tlii* 
•iiyaUon « » » » « imoaitMi tndim tiftd »tart»d tmiil* uith o ^ t 
e e ^ f i n B aisa mil. m t m l f from Stutlirtf ft 
9*3 Ttie afmwm ef Ciis«|twiR Qmmm tlax4fi»t fmn ^ n on inervMHi 
%litt:MJ0i(iiii f i v e ! plm m4 aims oemliitttiNl In 
•mnil plan. In ua« fut^miF to 21«2^ 
m4 i » i t iiaa tlut in iSSS-^i^g tHie Wj^mt^ tr«ifl 
tiaa ^aelted md iotsoyis ^a i in i ^ * Utaii a ^ i n in 
t^p^td trwti ya« tlia of axpanaien of iii{i»»t« 
ftm^ liiia tsfifiti fiaa ^m »peotami.ia¥f atntiiinft inofwaaa mf 
MEits lltim ^ tinea miew t ^ pti^ 
i «4 An i<8|ifi»t«iit f m i m m of im^rt t fwwi f f f ft i t t*ia utdm 
fiyetuation fvasi yaar to yaas duJ i^iif tlia aaimnd plan period* 
itit daapita tlioaa flttoluatiiMat Qonotally ttia i i ^ t t a itato 
tadiming* Wliiia in tha f i^at yaar of tho pian» tNa iopotto 
atora aaountod to t>y tlia and of tho pla9^ tfio ahave tiad 
to^tood to only* In ahafo yaa Imi 
ttio draatio m% down yaa in Mhon tHo aliat® was toc^ood 
tiy a ittjot Sn tlio HilloiiinQ yoar tha a i te t ion inptoMiad 
aligtiily oa tiiat ^ o atiafo mm t2*9)(« 
ft«f tlie Caot Eiiiopoan mm%9^ mm tiavinf tupoo poymmtt 
a9«aaoanta i/d.th India woso not aignifioant axpo^tava to India 
in Q fo i^ l ly ttioly oKporta inoMiaood* In 19S1«i2» 
ttio alia»o uaa only and 6y tt«a of^ of tHa f i t a t plant 
tiod H»m to INi in tho Sooond Plan, tliia fonion otta««od 
aa an iopo»tant aapof^^* In tlio atiavo iiao In 
• ii;G 
Hi* f«»lJUNfliHI iwR i t lo lto«i*if«y in 
t999««e mvi t d i M l i ill* nQoiil iitd^Mftsd f using 
tif ani itt M tun i » «p«e i iv « I I nan 
oniy «ft! if i«ptttl» f«8fi tliift ?e||ia«i pit intt 
and tNi i|tt«itiiii nf i«i|i«»t» i i i emMd mmrnUtm 
32»2 ift 1 f « i » f r «fid Bit fiir» 
i « i An in^mrtaiti f « « t y i « of itap&t1» fmm ^m P^rvnmt 
eottnitiett tws tMiait ^ a i inpavte fcom Mm ragion «tti wiitaly 
•fixsad mmv dl f fs fvnt ocii^iMaa in gxoup. MNLla in 
l94t'-48, iwpajta fxmii imim only or., by 
i t iittft Rs, 1S»9 Qtt anil those fwam CxtK^aisvakia inetaaaad 
f m Ha* 21 in S«S of* fvoiii ^ttia? catmtHaa 
•ueh aa Polait«(« ViiQoaiatfiat t^iiiia^t Eaat Cafwaiiy^ HiaRania 
ami itti«a»ia, iapecta iti^fiwaad oanaidairabXy* Tliaaa mm^ 
t«iaa tiliic^ ilid not any aignifiGant anaunt of gooita to 
Ifitiia in Mgan inpattifis gaatfa yevt^ S4«6 er* 
in f96CMI1* 
0*7 ttia aiiata of Hia ECM^ C ammt^aa fVflitM ifi ttiia 
fiariod. In i t waa and by i t waa aiiiy 
14«0 In Idff^Stf i t uaa The only inetaaaa taeat* 
iatf waa i » t9S8«89» uluin the aliara ine^aaaad by Ifi 
i t f a l l d^un to Siailar uaa tba traiid in 
•tlmt Asian eauntfiaa* In tba f i rat yaar of this plan^ i t 
waa 2*09(9 i t f a l l to i^H in tha naxt yaar* In tha tHifd 
and foiiftli yaar i t inetaaaad to and but again 
in ^ l a t t yoav» i t f a l l to 
t»S tha ahata of Afrioa ia «a«liad with wariad fhm<» 
tiiaUona* In t9iiwS7, i t waa fa lUng to in 
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ftS7»ll# turn mmmtii I t inof^M^dp M«eHlfi|| Hi* levnl, mf 
ill ami ftt»p«eUv0jLy* h^ mirn in Hui 
fmmtg i t xviiift^ t^ Th« tf«de of Xnilia witti Qmmm 
•fifl Uitifi fair iy it^fiiQifatiw* Bw «Miwitt« iiiiNi «ii«t 
tli« soodft M i « tios k i i ^ U m t t im umm 
Hon ti»i«i9 pm>4mmi flNpisiitiAftiisr* C«iiii«t{ii«fttiyt ttici slias« « f 
tteso ilfliii»tfi«ft ifi Iftdi&*« tatal use rsduaitig* 
At INia iit«tet ^t uotild tso (|ifitii ftppmptiA^ to 
tUv {|u«fittiR of tstttlii wilti tNa » f tli» dif fttont 
eotrnttinet in ordet to « mXmmt c m m p ^ m of tlM 
iituation* 
C|ttMlt«l«» f9Sih»$t nwi'-m tsss^sf nm-^fi nm^^i 
FSSBSKIM 
in 
Gr* tflS«3 209 32t3 
tta 1«,0 f t . i 21 •f 28,7 
y«6»«iialiy i l .O t t . i 21.8 1t,t 
f . t t#i t . t Uf 
ftsniw V. fl««Cr* 21*3 21»1 
JC t « s i*9 2«2 1*8 
V. fIs.Cr, 194.8 21t,2 
JC chftiv 2i»3 mrnt 19,8 
183,1 194«S 1»1»3 181 «9 
2t*4 1««8 18,9 
e««t 
CyiiiMi V« ilft.Cr* S4«i S5«S 4S,1 4i* i 84,8 
% i ^ m 4,9 4,8 4,f 
smi.imkM.%mmm 890*t i39«T 880,2 
mm Tgii^ i f imm 103i»4 988,8 1139,f 
fhklmm of Ttn^ «>321«1 *479*S 
^ttpi'gi^ t OMpitttit ftsii lha tetii ooil«iil«il fSMi fleets * i * 
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tli« giimi ialllft Ift Iwvlrt^  m not* vlHii id** »l)out 
India** dirftdtldfkAX uf 
Ati i f i tsmting f t a ^ r e ef this plm is tli«t Xfidi*** 
imamU rt»m tutd tSmtUm4 fmm to ^ ^ 
flftd af the f i t s t in mimsn4 tlmt* 
i » m <i{»po«it« tftnd, Tliott{^ iff f i r s t fmt i ^ t i « in 
thm sha»« of in|«itts dtisliftod ftitliwt fei 
fwm th* vvfy ti««t Wm im»«ft«ifiQ tVMid ua* 
d ^ t i4iie{i eontinitiKl t i i l ttm wid nf tNi ftiisi* oontftcpisfstlyt 
« t the eieeiiig af ^ pietiy ehuftt titaie liileh 
tlie Sjirf}e«t# fhe nieet iiiii»irt«nt seeeen tot this epurt 
wee y»«t Sndi«i*e Setsond P t m v m e piait f a r irtdtie** 
tfieiie«ti<»i« tiiiiQ8 th@ sj^ptlenee mf the eariieir plm hod 
««de i t ^ i t « evident thet dei^ite the feet that India mm 
weiniy m mgt iml^ml noi^tvy hut egt i i^ ture eione weuid 
net he eiiXe te teHe the e«atntvy vety fmt on the ^eth ef 
wmmmim deveiopRent* Ceneeqtaentlyy in the eeeend plen, 
§vee|»t i ic iet i^ wee Qieen to the indnetvial Mtttet* Henee 
huQ* eepil^l i f l ^ f t e beeeiRe ine«itehic| eaeondlyt deepite 
Qieetei^ iiR|i«»teii«e f}i«en te eQtie»ita»e« i t feiied te pm^ 
etehiiity te the d^ieetie netfiet* tle«eeionei feilutee 
cf th« s3fi«eeiit ^ ^ t i^rtenee ef fleed end dtottf^t «endi« 
tiene eftim »ede levge iti^evto ef feodtteine Meentiei* Hene* 
Indie hed en egireeaent tmdet 48Q eeheem with ^.S.A*, 
emrd in t to whieh i t oeuid inpett foedQteine hy sekint the 
fHiyiMiit in ite hone euftansy* Indie thtie i«p»tted neiniy 
idieet, »ieet teiweee mm eetten thie eeheiw. The tetel 
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r^nhm of impmf^ a tf{Hi«:r ishls CQfemtent mtiiitccf to ^ 2i98 imi, 
9*2 Th» ftfiC^iHi Uvfuiit 8li«f« 1« or CfTA ftui 
Qcmtmry tn tli« f i r s t |il«ii> tli«im it dseiifiins ttmd 
fxwt t)i« filifdl# of tN« pl«fi| in t}|« fiirvt tm fmatm 0f 
tiMi plsfig %fm mwlim iiimii mm mtn%»imtit, Due to t#iittttii« 
aifVMfy »t{il«d| iiii{}8»t» fmm ttiis tttm taei iiHscudc^t! %d 
mtS t^.S^ in the f i f s t tm m{t««titfely, 0ut in tti* 
third y»ajrt •irte® IfnTin imt faciiif the f o M g n viielianQe er is i * ! 
i t had mttietuft its inpoirt 9oits«{|ii«r)tS.y t4.t»i th« tiit«i 
tti« 8H«t« 9f tot} f « l i I t aiigfitiy 
ifl^tuved in thmiQfi in 1960^1, i t agsin f e l l to 21 •ft^* 
0*1% of th« totui »hat« of tflk^ m» th« flatioir mmtjtiinstmrm 
In thm f i r s t %m r«att» Its Bhutm ms tS*:^ and In 
ifitH tho total sf iawj fl*K.«« sham too f a l l to 
i t to 20*4^ in ttia n«xt year* in ttia laat 
yaar of tli« plm^ i t f a l l agaiii ^tni^ih otiiy te tS.OlS, 
9«S I«p8vta fmm EKt had an ittaraaains troni in tiia 
f i ra t plan, yhioh eontinuad in tha f i r a t tuo ywira af tha plan 
ulMai i ta afiave uaa 28*9^ in bath tha yaare* In tha yaat of 
tha foimim ejiohani^ atiaiat i t daofaaaad to Whiah eaii* 
tihusd for tha laat tiia yaara hanea in 19iQ«itt ^ta i ^ r a 
mly mia ahsto of Italy in M a plan tea raaaifURt 
tNa lartaat* Tha aantrilHition of iltat ^mtmmf inetaaaad in 
thia plwit aa India had mada aavaral trada paeta «ith thia 
ommtiy* ffanea ofaaifraa nwifitainad ita ahara iMttiawi 
and 
9*4 3af}an ahauad an ifiaraaaa in ita ahata only in tl«i 
f l t d i iiwn i t vosa to but in th« fi««t Hitao yvsn , 
mmt9 odfitimtttd fa i t t i l l i t mmmd tli« Ittvei of 
iia« ofiiy In th« last yli«fi tiM eitttatidii iiqpcovsd ftnif i t s * 
^ t m mm to 
Th« iiiHstttt* f m ^mttmlim tensing atvad^r ^stiiiQlieiit 
tho pimi, th« •hftire hmln^ m l f mwmpt in vfhm 
th9 stittcs ttiislitly fo»& to 
US Tho osfttfally plaiwod soonoittlss^sltiiaiticiti ms ctll^titly 
iuijffovtd as oampared ta f l r a t plan* In tha f i r « t yea* of 
ttMi plafl^ th» ahate raae fea ^augN it isumidlafeely fe^li 
to In th« n»*t im y^ara. thia dadlirtint t»ei*d 
«3a}ttifi«0£3 n i l %hm tfirfsal ©fiar© nswaiwed oiily i!t 1S>iCI«61» 
AmtmQat tl^aa aosnomicsat tl«S«S,R» la tha moat l^ipi^ttadt eaiintty* 
Inda-Soviat ttade relatiana had Iflpycweil ft«mtK!| ttia Itspiifta 
ftam 0 * 8 . t o o had In0?«aa8d to l^fS^ and tA%* Btit UNMI 
QripfKid In tha f o r a l ^ axehanQey inpoirta In Qanatal f a l l , ^MR 
tlia ahata of %aala too daelinad and eontifiti^ to do ao t i l l 
in 198IMIt^ i t yaa only 
9«i India fmd not boan Inoraaslni ita tfada ralatione wiHi 
ctavelopad eoimtries onXy^ but i ta trade uitli tha devolopifm 
•conoiiiae too ua» foirly lar9B« Aaia^s ^aire alone uaa t\Jf% 
in t956*S7, 20*^ in tSSt-SS and in 8ut in tha 
laat two yoava i t f a l l to and IS*?:^. 
9«t TtuMi iia aaa tliat ttia tabla gi«aa ua a e l «a» piettif* of 
^^ i t8«%lonal t f «d» of Intfia* I t ia aiao aaan tNat ^aapita 
tHa f i « t tfiat tlia mtmtvf i«aa qifita kaafi to mmmitm liat 
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fetsign uxetiano* te»«tv«8 by tsrado iraatrietiofis « f f i^d 
on* 8ut i t at tht tim saoet t» «fi Ifidimtvlsl 
base to i t « eocmon *^ T^tamfoifot tt^ tiNidit peliey had to iMl 
d r l a n M totiarci* mt onl^ f aeontiMising h&t extatiwl mmmttmB^ 
btft at yaiaifiQ tlia Iwml of her aeanoDiifs flansjla^afit and 
aetialavating th« taiipa of ieitlit«tfiail«ati4in« Dmiaaqiisiitlyg 
aatrax^al trade aqtmmtmH imdei u^idt mt mtf acffpentait 
liftr iiparta of •aaafitiaX Heitiiia Imt alao anlairtad tlia naftcat 
fat hat expatta* ftfid i t la aaan that ai^atta i id afioy an 
inavaaaiftg ttiHid* Stit li^iotta ai«mya uata mtm 0tan a i ^ t t a , 
tkm taaasfi baifi^ ^ a t India a t i l l mm f a t ftait induattialiaa* 
tii}fi« Cofia«{|iiofitiyt i t m t <mXy had to l ipott mpl la l tioot^ &f 
Imt its dawaatia indaattiai ptat^etien lao was m% eyffieiafit« 
Saaideat mvtmltmm toa dafHHiiiad naiifly an misam^ fm^tm i t 
uaa aoat tsf the tins aavetaly hit hy flaoda at dtmtght* 
Ofi tha athat hand, traaande^ua affatta ware heing »ada 
fat iflipai't aiHistittitiori but nothing watthdhlla yaa aohlayad 
and Imfia had to da{»and itaatiy an i«ipatta» To aQ@tavat« ^ a 
ailttttti«Hi, ^ a t^fNiatio danand waa iiietaaaiiig baaat^ of M 
ifiataaaa Irt tha fititi^aifiQ {souat Ifi th« haiida af ^ paapl«« 
Sa mat af tha ti«Mi thia oap batwaaii tha doniaatic dainaiid and 
dai»a»tia supply «iaa f i l l ad by ii i^tta* 
10»0 At thia {Minty i t ia iapattant ta aaka a attidy « f tlm 
aatfipofiafita of Indiana inpotta* 
122 
TABLE HO, ? 
Pfiivi ^mctff in, In^ln, (Percentage share) 
Item® 1956-57 19S7-58 1958-59 1959-60 1960-61 
1. Faadgrains 0.9^ 4.6^ 15.2^ 15.8^ 15.9^ 
2. Uhmat 2.1^ 11.0^ 14.8'iS 13.4?S 
3, nice o M 1.9% 3.8^ 1.7S5 1.9^ 
Raw Cotton & uaste 6.1^ 3.435 4.4^ 7.1^ 
S. Bay 3ut0 1.056 0.3'^ 0.6^ 
6. rertl l iaera 0.9^ 1.0^ 2.0:^ 1.0^ 
7, Crude Petroleum 2.8^ 3.8;^ S.7^ 7.4^ 4.5^ 
8. Petroleum Produqta 1.0^ I.S^ 1.5% 
Dyeing & Tanning O.B^ 1.013 qM 
to. Drugs & fledioinee 1.3^ 0.8^ 1.0% 0.9^ 
11. Cheinioal Clements 3.2?5 2.9^ 3.4^ 
12. Base Clementa 21.2^ 14.9^ 12.0:^  13.3> 14.8^ 
13. Iron & Steal 16.4^ 11.4^ 8.8^ 9.1^ 10.7?5 
14. Non-ferrous netala 4.955 3.3^ 3.055 4.195 4.1^ 
15. natal manuf* O.S^ 3.235 1.9% 2.4?S 2,0% 
16. naohinea other 
than Cleat. 15.5^ 1S.1:?5 12.4^ 15.7^5 17.8^ 
17. Electrical machinea 5.4^ 4.4% 5.75S 5.0% 
18. Tranaport Cquipfflant 8.8^ 5.95S 5.8^ 7.7^ 6.3% 
19. Railway8 and parte 2.0^ 2.4^ 2.8^ 2.8% 2.2% 
20. Gri»id Total 10Q?t 100?S IOO5S ioa?5 100% 
^ojurefi t Computed from the data available ln"Statlatical 
Outline of Indian Economy "Kulkami and R .8* l « ' » 
Reporta on Curronoy and Finanea (1960-61 -1965-66 
iasuoa)* 
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ThB given iabla holpe us in studying the commodity 
iaporta of India during the Socond Plan. 
10»t In tho f i r s t year of the plan, i t i& soon that thii 
share of faodgraina had reduoed further to ;? '9^bBcau8B of 
tho increns© in the domestic pittduotion. DaBiet:tic agricul-
turoX output inoreasod by the Index rising fnam 11S»g ta 
123. 
Out of t^o total foodgraine^ the percentage share of 
i^teat was far leee than that of rice* 
10#2 The output of rice and uhest st 28*3 ran* t»n« and 9 
an» tans rappectively rQaaher! now renordH during 19S6-S7. 
But s t i l l tho inoreasod output was not able to meet Irfts grou-
Ino GonBUiaer domand* Conaequontly to increase supply, govern-
fiiWt had to inor«!a83 the importe of cereals* Mot only importEs 
were increased, but effort© uere laade to inareaee the supply 
internally, Proojrenent of rico was done a l l over the 
country* Steps uer0 taken to restrain hoarding and speculation* 
ID.3 A,8 far as other non-food agricultural output is con-
oemed, despite decrease in area of 1.3S lakh acres, the 
output of cotton increased from 40.01 lakh bales to 47.23 
lakh bales in 19S6<»S7 because of good weather. Consequently 
imports f e l l to 6.1^ that i s by 2.7^. 
The output of 3ute too had iicreased, with tho 
result that i ts percentage share f e l l by 1.9% that is to 
10.4 Industrial output too increased though the rate of 
increase had decreased. The increase of the average index 
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niffitoor of Indus tr ia l output ( SI » 10Q base) at 37 »2 uaa only 
3*5^ against in 195B-Sfi* This Xouor rata was aocountsd 
for by taxtiXas. 
10#5 The olaulng down in the tsffipo of Industrial output as 
a ul%3lc uaa baoausa of various factors apaolally sfiortaQa of 
rau laaterial foXXouing drastie import cuts as ueXX as daoraase 
in demand in certain eoctors of industries apeciaiXy taxtilas, 
10.6 Hanca the imports of theae gonds Incroaaad, But thoro 
uaa significant incjfeaa© in nutput of heavy and light indua-
triaX machinery, though the imports of them increased duo to 
inoroaaa in doRiand. Stoei output, despite intorruptiona to 
normal pmiuotion bocauoo of raodarnleation in Bom© units uas 
y0il~inairttainod» The total output of finished stonl uaa 1t3S 
«n» tons against 1»34 mn» tons in the aarXier yaar* Yet i t s 
importa rose atupondousXy bacauaa of the proaaura of inoraaaing 
domand due to induatrial grouth. 
XteiRa in oharaicaX groups too inoxaased} output of 
muXphurio acid inoreaead by and output of oauatio soda 
inoraaaed by Yet the in ports of chatnioaXa ineraasad by 
Om2% i^ioh indicates that tha doiseatio output uaa stiXX in-
auffieiant to laaet the domaatio demand« Output of dyeing 
natsriaX inoroasad and so its imports daoreaaad, SimiXar 
is the caso with nedicinas* 
10»7 Thu« i t i » in the vary f i r s t year of the pXan, evident 
that the fast paea of induetriailsation uouXd f i r s t caXX 
a heavy increase in the imports of capitaX goods and raw 
niaterlaXs* 
10,8 The «0cond yaar of the plan was a d i f f i cu l t year in 
raferenc* to the trade balance as there uas a groat hlk« in 
the total imports. On the ono handi due ta tha industrial 
policy af the gavamiaentf uhlch uantod to give an industrial 
base to the country, tlie i-nports of capital goods increased 
treraendausly since the dnmestlo demand rose. On tho other 
hand, the agricultural production of the country uac vary Iriu 
for which foodgrain Imports had to inoreaen, Thtare was a 
great set bnck to the agricultural output during 1DS7-58* 
The dfjcraase was of order of the indax ( 50 a 1D0 ) 
dacreaaed fmm 123«8 in 1956-57 to 113»4 in 1957-58, There 
was 11,0$ dscreaae in the Index nutsbsr of faodgrains uhicti 
obvioufily l»il to an increase of RD» 47 er» warth of i ts 
imports, that Is by 
Tha f a l l in the output of non-foodgrnins was only of 
but ite Bhara in total iraporta f e l l furthor» 
10*9 Thia dccraaaa in tha output uaa duo to bad ueathet, 
the sharp decline being shared by both ceraals and pulsea. 
Tha output of careal decreased by 4»4ian« tans, rice alone 
shouing a f a l l of 3,4 am, tons. This decline led not only 
to incraasa in i t s imports, but the doneetic price index too 
roes, 
11,0 Fortunately, despite unfayourable ueaUier conditions 
in tha major cxitton growing states, production of cotton 
during 1957-S8 eatlmated at 47,53 lakh bales was slightly 
higNir than tha record letfel reached in the pravious year, 
n i l l oonsumptiofi of Indian ootton which had decreased showect 
an upward trwid due to ravliral of demand for cloth, Nince the 
12 G 
f a i l if) I ts Imports ytts ainost inolgniflQaftt* 
11*1 Stutfying the indue trial sector, ue see that i ts 
doniestio produetion had iitereasad at a decreasing rats, 
hmmm of the shortage of raw material and component parts 
dun to raatrioted import policy* In privato saotor imports 
of a l l the ooMOditio® enoopt maohitiory deorossad* Tho 
eharpost declina uaa of iron and atoel but this was mors 
than oompanaatod by larger iinporte of this Qiod by public 
sector, the aggregate import being Rs. 134 cr« 
11.2 The percentage share o f both cheniicals and drugs and 
fiiodioines rQrttjeed s l i gh t l y becauso o f ths v i go roue aontrol 
Rs^sures to and rt?speotiwely» But the govcmwent 
imports increasei because of expanded dovolnpmental activity. 
There uas nearly incrense in publlo sector* The import 
of raachinery and other equipment increased, Rs. 170 or. of 
nschines other than eleotrioal and Rs, 63.S o r . of elsctrioal 
nachinaries. 
11.3 Despite a l l the effo- ts to conaorve foreign exchange, 
in a nutshell i t oan be said that import payiaents in or eased 
by 21 although price af imports increased by but 
the major inorease in the imports uas because of expansion 
in the violtKae of imports. 
11.4 The strain on India's balance of payments uas re-
lieved slightly in 1959-»59 becausc of a severe decrease in 
the iisiports of private sector. 
Both the agricultural and industrial produetio^ 
doaestically improved this year. The aQricultural outpl^t 
^ \ 
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indtx irteraased by 14*3:^ 9 the inerease of tB*?^ being in f9od«» 
giratns* Thia mm b«eaya« of ^ood tiAfitlivr* Th« e»r»als 
ineveasttd by S»3 nn* tons, rloe by 4*8 mn* tons. Henco th« 
ifflporte payment of foodgraine should have reduced but unfortu* 
nately bacauae of a tlom in axtsxnal prieeet the share of thia 
category tras s t i l l f a i r ly high at 15,2?5« 
11*S The pGremitaga share of jut« and cotton toduced, dee-
pita the fact that the output of cotton had reduced by 0.7^ 
' due to decrease in acsfeege and bad ueather* The imports in 
the industrial seetor ehoy a marked f a l l beoaufse of inorease 
in tJito dowestic produetian and tfigorous controls on the private 
S0t3tor speeially of the non««»9ss8ntial goods* 
11.6 The output of checiBicals and chemical products in -
creased by 13^, h^ee the share of drugs and medicines reduced 
to but that of ehemioals increased to because of 
the greater denend* The donestic production of otachinery 
inereased by bringing doun the share of electrical 
naehinery to 4,4^ and that of other nachinery to 12«4^« 
11»7 The imports of iron and steel f e l l to Rs* 92,4 cr. 
f^ugh its share does not shtrn lauch decrease, beceuee til© 
total impetts too had gone rioun by Rs« 1S7 or. die decrease 
being nainly bccause of private sector t.^ich decreased to 
Rs« 519 or* only, yheteas the gotfemaent inports rose by 
Rs* 19 or* 
11.8 In 1959«»60, the imports were reduced further because 
of the incteese in the doraeetic production by 8*2^* 
1 2 8 
Th« inpcirt of foodgiraina uas roduoad to Rs, 146*4 or*, 
tho percentage ohare balng 15«8^ out of uhich 14*8^ was of 
t^oat and of rieft* 
The total i i^orts of raw cotton and jut© inoroased to 
4«4^ and 0*3^ roipootivaiy* 
Ths pxtiduetlon of ison and etaai inoreasad by 
tsonaequsntlif i ts tmpottsmt* inmadlatoly raduoed to 84*3 cr»| 
i t s percantaga ©hare In the total import© bstng 
Thoygh the domestic piroduction of traneport oquipisant 
inaraaaeti by 34^, it® Imports did not de'craaaa nor i t s par-* 
oarttaga share f a l l . Tho raaeon was the ovar-oxpanding Indus-
trialisation yhich required mora tmd more of transport 
faci l i t iaa* 
11 Ja&pite the f a c t that tha internal output of a nuwbor 
of items in chaBiical groups incraaasd i t s iaporta alen in -
craassd to bocauaa of heavy domeatic demand^ Tho aave 
ia W»© caaa with naohinea eleetrioal «nd non-olaotrioal 
gooda (1S#7^). 
tncroaaaa were also raoorded by savaral induatriea in 
the phamaoeutioals and drugs, insaotioideai aronatio ehoni-
oala and dyaatuff gcoitpa* yot thsir importa ineraaaed baoauM 
of the preasum of daneatlo demand to 
12«0 The domestic production this year had incraaead by 
8*2^ mainly baeauee of larger supply of rau material follouing 
l iberal importa, revival nf danand bath donestie and foreign 
enabling fu l l utiliaation of exiating industrial oapaeity» 
new unite were astabliirfied and lastly there was in^rovement 
in iaboyr situation• This in con««qu^os l«c} to a dscroaae 
of Rft. 10fi emtmB that In by 
12#1 Tha yoar 1960-61 uas a prospsroue year as the agr i -
euXi»iral otil^ut inovaased by 8*1^ due to good ueathoir i^id 
the index nunbsr of induatriaX produetion inoraasad by 
But unfortunately ilie imports rosa to He* 1130*7 cr* 
ITia faodgrains output inojraaaad by BO«S im* 
fc^RJUSh tha araa had daornaaad by Thia inorsaaa 
ahould have reduced tha ii^orts of foodgirains but contrarily, 
the iaporta incraaaed to Ra. 181.4 or• that is by i ts 
own share baing 
12«2 Cotton output too inoraasad by 46*6^ dua to §aod 
ueathot and eontinuatian of measura^introduced by govamaant 
undar Cotton Exchange Schamaa. But the conauciption of ootton 
incraaaad by 1S»6,^  loading to a rise of 13,2;*» in its imports, 
ths ehara of i ts totaX iraports being The output of 
juta inoraaaad by SO^ bacauae of higher price of juta f ibra 
ooupiad with good uaathar and alight incraaso in yields 
brought about record crop* Yat the inrporta incraaaed by 
223* 13t. 
12*3 All those figures clearly ahou that i t was not tha 
lack of domeatio production that was responsible for heavy 
import b i l l but tha praeaure of demand on the one hand and 
higher pricae of import goods on tha othar hand* 
Though the output had increased in the Industrial 
eeotor, there uaa a f a l l in the rate of g rou^ which t i^a 
6*6^ only as against 11;^ , in the previous year* The output 
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ef autoisoblXes IneroasetJ at emly oonsflrqueitily thftlr 
inparte did not decraaeVt thare uas a s l ight inoreaso of 
Siuillar uas ttia case in machines uhors output in -
atomad by 26«S^ mly loading to 17*6^ inoreaee in i ts 
IraportB, i t s aun sbai^o being 17-8 Electrical gooda out-
put ya8 Isss by Cc^islng thn iitiports to 
tha ehare being 
12»4 Going through the uhols of plan, ue sec that the 
countsi^ was raofeing dBaperato offorto to baost up it® 
eooficmio gtouth* 3ut unfertunatsly* i t uae trapped in 
a paradox* Qn thu oris hand, i t yaa vary eosnntial to 
have industrial bass for tha muntiry to acc|uir® sonte sort 
of ©conawio ind©p«nd<^ncQ so that it® foreign exchange 
raaerv^a iroprowQ. 3ut far ^ a attain«»ont of this goal 
i t had to import heaiiy capital goods uhioh datorioratad 
i ts balance af trad«. But tha govemnertt vfforta ara 
raflaetad in the increased grouth rate ae eonpar@d to 
tha f i r s t plan,, i ^ c h in due tiw) would be helpful in 
giving the country economic freedtMi* 
t2*S Here i t uould be quite appropriate to etudy the 
tesne of trade of India ao aa to get an idea of hou far 
importe were helpful to the Indian ecenoffiy* 
|AB!r£, m» Iff 
Qas» t 19S3->S9 100 
porf-od (1) Expatta (2) Irapoifts (3) Toww of Trade 
(4) 
n Plan Quanttiitt onit aufflritum Unit Tte TTy 
Index Value Index Valua 
1956-57 10S 105 120 78 134 141*3 
19S7-S8 100 100 137 100 100 100*0 
195S-59 107 100 124 93 107 115.0 
1953-60 101 109 134 98 111 112*3 
1960^1 100 110 132 m 114 114*5 
SoMree t DwnpittodtData 8 Rspott on Currenoy and 
flnancv {62-»63 - 6S»66 Issues)* 
13*0 TablB 10 Qlvas us a d e a r idea of the movonent of 
tersitt of tradfi« Th««Q figures sHoy a Qtsat fluotuatlon in 
the tams of tfads, both cooisadlty and income. In the 
f i r s t year of tha plan tha quantity index of expMMrte riK 
duoed from 11S to 108 but the price index inoreaeed fro* 
93 to 1Q5» On the other hand, the unit value of inperts 
deoreaeed from 94 to 78 and quantiflo index fron 112 to 120. 
In other uorde, the exports uere reduced by 0*8^ and importe 
qua«itity inoreaeed by 44«4^« Thie inereaee in the inperte 
vwre due both to price hike and inereaee in the total cpwitun 
of imports* Coneec^antly the oommodity tome of trade in«* 
oreaeed to 134 end inoone terwa of trede increased to 141.S* 
13*1 Ths unit value of both exports and Imnotts shoy 
ennual fXaotuations« In 1957-58« the unit value of exporta 
reduosd to 100 and uas nalntained in But in IDS?-
60 y the)r@ was a auddefi riae to 109 folXoued tsy a s X i ^ t In* 
oreaae to 110 in tho f ina l yeatf of tlia pl<«ri« Xstport pHcea 
too fluotitatod. In 1f57-88| thay inefsaasd fipont 78 to 1Q0» 
i^ adueed to 93 in 1959<HI0» In tt® f ina l year, they rogis" 
taiTftd 0 amall deoroaae to 06» 
13*2 The qusffntUM index of exports also record offinual 
fluetuations. From IDS in 1956-57, i t reduced to 100 in 
lgS7-»58« I t rocovarad to 107 in 1958-59, but in the last 
tuo yeara they ahouetl a deolining trend* In 1959-60, i t 
was 101 and in 1960-61, i t uae only 100, The quantity index 
of iffiportSi tltnugh no doubt ahou a variad nature, but more 
or l «sa» thnougNout plan period, i t xtagietered an in -
oraaaing trend# In the f i r e t year of tha plan, they were 
only 120, but in 1957-58, they suddenly shot up to 137, 
Than in 1i58-59, again there uae a f a l l to 124 but in 
1959-60, i t rose to 134, In the f ina l y«ar of the plan i t 
had reduead to 132* 
13*3 Tha tmmu at trade alaa ahoued fluotuationa. But 
axoept for tile aharp deolina fro«i 134 in 1956-57 to 100 in 
1957-56, the oscMUMllty terma of trade have ahoun a regular 
iMprovanent* H uae 107 in 1958-59, inoraaaing further to 
111 in 1959*60, t i l l f inal ly in 1960-61 i t uaa 114, 
13*4 Tha inooae tame of trade had renietared a very 
good inovaaae in 1956-S7 uhan fron 113«7 i t ahot up to 
141«3« But in the neict yaar i t roglatarod a f a l l of 4t«; 
reaching the level of 100.0• In 1958«»59, there yae a alight 
improweoent of in the inoaiae terfna of trada uhich now 
stood at 1t5«0« Than in 1939<H6C}, i t redufsad by and IBK 
proved by in 1060^1 uhen i t waa 114*S, 
13#5 Though Tabl© 10 doss gitfe ua a datailad analysia of 
the torma of ti?ado ami titair mumpn^f yet without a further 
study of foreign ©xchang© flouf i t i » not poasiblo to got an 
exact idea about tha inpaot of tome of trada on the 
balanoa of payesants* Tiuis nou a atudy of impaot of tovmn of 
trade on Potential Foreign Exehanga f lou youXd ba made to get 
a clear idaa about t!hm ©xaot naUirs of the gaina froa ternia 
of trade» 
imit ftp. 11 (a) 
Qaaa - 1S5a«S9 » 100 
Year (1) Export Earnings 
(2) Ra. Cr. 
TTc (3) % change 
in TTc (4) 
F.E. f lou 
(5) Ra.Cr. 
1956-57 604.5 134 •¥ 36.7 • 221.9 
1957-58 63S,1 100 mi 25.4 - 161.3 
19S8-S9 580.8 107 7.0 • 40.7 
19S9-60 639.7 111 3.7 + 23.7 
1960-61 66Q.2 114 • 2.7 • 17.8 
Total • 132.7 
Souroe i Column (2) t R.B.I. Report on Curroocy and Finanoa 
(1960-61 - 1968-66 iaauaa). 
Coluwia (3) to ( s ) t Calculatad. 
Ihm tatsl« 11(a) «how8 that In 19S6-57, the exports 
inoreaaed to^Q4«S or* ther«by Inprovlng the tonsa of trade 
bf Heno@ th@ foreign exchange reserves irmreaeed 
by Re» 221.9 cr» But In 1957-58, deepite the inoreaaa in 
experie to Re* 635*1 er* the QOdifRQdity tenia of trade deter** 
iorated by Consequently there yas a drain of Re* 
151*3 or* in the foreign exchange reeemee yhioh indicate© 
that imparts uare rasponaibXe far the adverse terns of 
trade* 
14*1 Zn 195S->59y t ^ r e uae a decrease in the expert** 
eaminse, exports reachine the Xovsl of Re* 580*0 or* But 
fartunateXy the ©owniodity terns of trade improved by i M 
and hence the foreign exchange flow increased by Rc* 40*7 
In the tta f inal years there uao further iwproveraont ufwn 
6)^30rt-eamings increased to Rs* 639*7 cr, and Rs* 660*2 
er* in 1959-60 and 1960-61 reepectiwely* Th© cci^odity 
tarma of trade in^roved further by 3*7% and 2*7'^  in the 
tMi respective years* This resulted in increase in the 
foreign exchange flcu to Rs* 23*7 or* and Rs* 17*8 cr* res-
pectively in the last tuo years* Throughout the plan« ex-
cept for 1959-60, the terns of trade shoued favourable 
imiveBent, resulting in increase in the foreign exchange 
reserve worth Rs. 132*7 cr* 
14*2 In order to find out whether i t uas the export-
sector or the import-eector teeponsible for this favour-
able iRovenents of the terns of trad«» the study of indices 
of both expert and imports, together wit^ the tema of 
trade would ijs helpful* 
Mm&%.M.,Mm$.MJm4§., pf„ Rtyifffli, 
Base I 1950-59 » 100 
tear Unit Valim Unit Value Export TTo TTy f .E , 
of Exports of Iroporte Earnings f lou 
(R8*Cr#) 
19S6-57 105 78 604*5 134 141.3 221.9 
1957-^ 100 100 635,1 100 100.0 - 161.3 
1958-59 100 93 530 .a 107 115.0 40.7 
1959-60 109 90 639.7 111 112.3 23.7 
1960-61 110 96 660,2 114 114.5 17.B 
•f 132.7 
.^ ou.ree i (1) Report oO Curr©noy and Finanoo 
(1960-61 - 1965-66 iaeuos) 
(2) Calculated, 
15,0 In tha Qivon tabl* 11(b) i t la ssan tfiat In 19S6-
S7r the 9% Inprovenent in the index of axporte Inprovod 
the coomodity testia of trade by 36*7% and inoone tetma of 
ttade by 41%* The imit value of inporie deoraaeed to 78* 
All theae faotora neve veaponeible for iotprovinQ the foreign 
•xohange flow by 221.«9 or* 
15»1 Unfortunately the aocond year of the p l an 
uaa the lAsrat year of the entire plan when due to raaeona 
already eta ted in the earlier pagea* the perfomanos of 
intematioiial ttade aeetor waa very poor* The unit value 
G 
of BiqMirts tSsarsaaad to lOOf unit value of inposta inoroaaed 
100« So the taxffia of trada both incona and aonifliodity da* 
tetiixaiad* Hane* daapita the inoraaao in tHa axport-
•amines to Ha* 63S.1 or* j^esuXting in th« loaa of Ra* 
161*3 er* of tha foreign axchanga flow* 
1S*2 Cxeept for this eaoond yaati throughout tho plmy 
the comodity tarma of trade ahou a regular iiaprov«tBafit| 
thmjgH the aovewBnt of tha inqoma tertis of trada wais ir*-
regular* Thia rasultad in tho favaurabla impact of tarma 
of trada on tha balance of payments of India* 
1S*3 Finally in order to sum up tho entire plant i t oan 
be said that aKoept for l^e eecond year of the plan* i^icH 
uao not a normal year beoause of tite f a m l ^ axohange oriale 
and ahortagaa in the doraestio production in both agriculture 
and induatrial aeotoray foreign tradft did help the eoonomy* 
15*4 In the inport-aeetori, despite efforts to eonaerva 
foreign exohange reeerveSf th« iaport-payments continuoualy 
inereaead* t^ia uaa mainly beeauae of a twavy load of peat 
eoi^aiiaiflfits and heavy import-bill of the gonemiMint* 
Though i^e prioea yere reaponaible in increaaing the inpert^ 
but the goirermient'a cfU^Um of inFmrte had alao inoreaaed. 
Though private importe wero held doyn by uigaroue oonttol 
neaaurea apaeially in reapeet of non-»eaa8ntial gooda* 
except naohinery a l l iis^orta deoreaaedy the eharpeat 
decline being in iron and ateel but this decreaaa uaa nul-
l i f i ed by larger importa of this good by the govarmmnt 
eeetor* 
i:\7 
18«S Th« dfforsasa In l i t ^ r i s of raw material i» aii^nl** 
fieant In view of l iberal lieanainQ policy* PaynMnts for 
oil,^ rau cotton 9nd ohermlcats daoreaaad by Re* IB or«» 
30 or* and He* 7 or* roapaotivaly* But tmfortunataly duo 
to oKpandod dovolopetsntal aotivityt govemnont intporta 
inoroasod by tbo major itaa being foodgralno* 
1S*6 On the export aid«| daapita efforts the pioturo 
yao not brlgtit bseauso of uaakenitig of foreign di^and and 
the dock uoxfuirfe strike at Calcutta* U*S* rteoaaion aleo 
hod an effect oti Indiana oxport and uhatavar axport-oarninga 
India mads uae because of the ordara plaood baforo tb« 
reooaslon* 
Exports to U*K. aleo doollnad booauao of i t s r « -
duoad offtake* Tha dooroaaa in oaaa of U.K* appears to 
tiavB raaultod frora the raoassion in demand for atook-
pillng ae uell as tha ourbs on oanaumer expenditures 
applied by U.K* 
15*7 The strain on India*e balance of payments yea 
relieved in 1958-S9* there uae a aevere daoreaae of pri* 
vate import, thauQh the oj^art^'eaminQe tpo deoreaeed* 
15*8 The export and import figurea revealed a further 
narrouinQ doun of the trade dsf io it fron Re* 6tQ or* in 
19S7-S8 to Rs* 470 or* in 19SS<«S9, that ie a deoreete of 
10^* Thia asaller advarae balanoe ma aohiaved at a 
lower level of trade, ee aggregate import paymente deo-^  
reaeed by 16*6^ and export reoeipta deoreaeed by t3*9^* 
The daefsattA in l»port->payniQnt uas again mainly due to f a l l 
in private i ^ a r t s uKespeas govaivinent imports inocaaaed ta 
Ha* 928 er« 
On private aecQunt imports of drugs and nedicineoi 
tnachines, tranapert ©quipracmt, iron and nteol reduced, 
X»port of raw material uas higher bseause of l iberal iwport-
poliey adopted bf t^a gowermient in respeet of importo for 
l^e maintenatfica of Wte eoonoioy. The inoraaso in this group 
i s significant in curtailment in aggregate importa and in 
relation tn a decrease tdliich this group had shoun earlier* 
But in the private sector the imports maintained 
the increasing trend. Among differont items, iraport of 
capital equiptaent for govemisent projects end railway etaires 
acoQUnted for a increase of around RB# 76 cr# Import of 
iron and steel and other sfcorec were together lower by Rc, 
47 or. Imports of foodgrains was also reduced. 
Oeepite ef forts , exports did not increase much 
owing to adverse situation abroad and expert earnings were 
lower by The main reasons for Ihls recession werei-
(1) In U*S,A, and Uest Europe, although recession had 
already worked Itsel f out by the beginning of 19S8-S9, the 
demend for raw material and eemi-finished articles conti* 
nued to be low. This had adversely affected several of the 
primary producing countries in South East Asia, 'Africa and 
parts of Latin Amsrica, Hence their decision to redutw 
their imports influenced India's exports especially cotton 
texti les. 
( l i ) Another faetor re»pansibla uas the gsouing &ampm» 
titiveneea fftiiii litii-«ofit fJcrnpeUtore llkm 3apan and China. 
( l i i ) ^estrietive policy in wleu of the strain 
©f foxaign axehanga ratoupcees lead to th® diversion of tha 
eupply of eiqiiiftatila suxpXua of vau material and finiehad 
9EiodB to tho diMBaatic taairicett 
16«0 In ISSS-^IO, tho position ifsproved beoatise of the 
draotio dciereaae in the loval of iniporta at Rs« 924 or, , 
tho l o w s t in tha sciKind plan period• mth raatriotive 
polioy c^ntinuinQt priwat® import® of ©oat of the 
ooadst othar than mlnBraX oilp raw cotton, transport 
eqoip«antf ohetaioala and metal© other than iron and ateol, 
cmntinuad to daoroaao. But import of raw material in-* 
oraaacd due to highor laval of induatrial aoti\iityc* 
16.1 foriainatBly this year, noweimmsnt iaporta too 
f e l l , the f a l l haing mainly osncefitratad in tha non-food 
•aetor« Food iopirts inoraaaed slightly by Rs* 3 or. due 
to hi§har purohaaaa of rioe from Suma and higher Pi 480 
shipments* In non-food eaetar, both developmental and 
nim-develafmental ifflperts dt^eraaaed, eapeoially in iiaehi* 
nery and railway stores* tower inport of iron and steal 
ref lect an inoraaee in i ts dotaestio preduotion* 
11.2 ft signifieant feature of tha year uas im inoraaae 
of in o)^ort-ea»nlnoe« The impact of reoeesionery 
tendencies abroad uhioh had affected India's perfornenoe 
in previous two yeafe had wKirkad i t s e l f - o f f by this year, 
the various ej^ort-inoentive sehEtiBes introduced since 19S8, 
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had started yielding dividends thin year ospeoially in vagc-
table tsile, oil&oads and cotton textilan* CxfSQti psrfozwanai 
uas further aided by the uithdraual of Chinsse competition 
to Indian taxtilos in U«K* and South East Aaia and of a 
sudden inoraaBQ in Chine8« demand for our juts manufaoturea* 
COfsfnodi ty**ui80 tha largeat gain uaa from cotton aanufaoturas 
thoush the export of raw astton had deoreaoad due to bad doaoa-
tic orop* The last year of the plan yaa not as prosperoua aa 
ths ear l ier onsuith export ©aminQs inorsaaing by O.S^ only 
Uhareaa ioporta inoreasod by The overall balanos of 
paytmints ooaitlon uorsanad* 
Tho iraports of both food and non-food iteras increaaed, 
Tha dociastio output had ©ufforod because of bad yaathar uhioh 
lod to an inoreaaa of in the iraports of faodgraina* 
Tha inoraasG in the non-food itema uaa mainly baoauae 
of tha l iberal import policy ainoa the year 1959-6Q had ahoun 
a marked daoline in imports and an itRproueiRent in the export 
eaxfiinge, which had improved the foreign exohange reeervea* 
Thus yhien ue sae the whole plan periodt we realise 
that despite tha governnent'a efforte and a l l tJia eiqsort 
ifiemntive sohasesi the growth of export eastings has been 
very irfsgular due to i ta dependence on external factors* 
India has to face competition with the already developed ooun-
triee and low cost produoing countries, in eomparieon to uhioh 
India's goods bscome more expensive* Seoondly^ even i f India 
ia able to increase its oompeting abi l i ty, at tines there are 
various other factors influencing the foreign de»and, over 
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irfiieh India Hma no hold. In this plan only, i t was saen that 
bBcau&o of raees&ion in U*S«A«| not only the dsmand fmia 
had gone doun but the othsr eotmtries too yftre forcsd 
to reduce their in^orte loading to a r«duotion in India*s 
axportst 
16»5 On th« other hand, detpite the ifsstriotionet th« 
iraport'-paytneitt b i l l^ fixoept in ctotild navsr bo ro-
du0«d« The strict import policy had helped reducing th» 
iwporte on private acfiount only. But this reduction ua« 
always mors than of fset by the larQcr incrsase in the 
goifarniaant iraporte. 
16*6 In view cf this iiapcrt^aubstitution gains tramendoue 
importance* Thie is the only uay yhich could lead the 
country to aalf-rolianca. 
Since the advent of planned sccnoiaic development 
in India, the Indian export*-8eetor has eeaumed an unusual 
eignificsmce in its special relationi^ip to imports of 
different goods, 
16»7 As expcrta suffered a setback due to external and 
internal factors, export-earnings diiftiH increase leading 
to diff iculty in importing goods required for development. 
Thus the problm is two edged, lass foreign exchenge ear-
nings due to stagnant exports and greater import-bill ouing 
to development of economic activity* This calls for Import-
substitution. Import substitution's main aim is to save 
foreign exchange in order to all«w capital good imports* 
Its main purpoae is not the reduction of imperta ae such* 
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Xt also helps in bridging the aap in balanes of paymants 
and through intkistrialisatitin and eoononio divereifieation 
Inefaasas national Immm* 
16»8 Iroport substituition Bseans production of goods 
daweafcically tJiiah arta othoruls© being imported. But this 
in no tiay moans radootion In the quality of the gaad or 
higher coDt o f production than tha pric® o f the iaportad 
good* 
1i*9 Taking Inf^ considsration, the importanee of 
import sector and tha incrsasing nesd of imports f o r 
davelopmantaX pui^osssf intportosubstitution has bacons 
a nsoQsnity in India, Qacause of the foraign exchangs 
a r i s l e during this plan loadinQ to acute shortage of 
foreign ©xchangs, now i t has became neoossary to rnstriot 
imparts and uso mors and more indigsnous material* Cer-
tain goods have to be manufaotursd in the domestio soonomyi* 
instead of importing tham from abroad, Attompta have boon 
mads to introtkies import-substitution in OMifViecttion uith 
esrtain manufaetured goods* Cnooura^lng resaarchss should 
take plaee» The i»port*substitutian task though is d i f f i -
cult, i t u i l l brin 1 homi f ruit fu l results, 
1t#0 In India a l l ifl^ort-substitution that is done 
is mostly the product of prioe-induesd programme. Instead 
i t should be a rational policy and such a policy alone can 
realise l^e true aittis of import-substitution. In Indie 
i t is mainly to ssrve the purpose of saving foreign exchange 
> 1 4 : 3 
and introduction of italf-reiianoB* I t i « ^Isfi aeeantial 
that producers should ba induonti to us a indigenaous pro-
ducts* Propar Qlaasifieatlaft of import of capital goods 
nust also be brought about ao as to anable us to intmduea 
tho production of csrtain capital soode in our domaatic 
6conosiy# 
17#1 I t has also boen adwissd that the f i sca l policy 
sfKJuld be oriented to import-substitutionit which would In-
dues producers to use dofflostic raw niatorials* I t i s also 
essential that basic industrls© in India should tako in -
tersst in the devslapuient of sroall units and make the« 
technologically advanced for l^tis pui^ose* I t i s only 
after such a rational policy of import-substitution i s 
introduced that the true and of import-substitution wil l 
ba achiavQd, 
17,2 Ua know that capital consusption is bad, but i ts 
misdiroction led by import-restriction is uorst# Inport-
rootrietian an the one hand, increaeae prices and on the 
other hand, present mamifaotufes with an aseured domestio 
market for reettictad goods. Before restriction cost of 
production is higher^ but increase in price changes the 
profitabil ity position. This leads to indiscrifflinate in -
dustrialisation which gives higher cost of production to 
the country ae Gonpared to the rest of tlie world. 
17,3 In India for sxarapla, in tho f i r s t plan the indl -
goneous production was only 48^ of the total capital and 
in the second plant though the investment had increased 
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enoncousXy the ualue o f addit ional output uae only 23?5 of 
tha t o ta l cap i ta l , India cannot a f f o rd Buoh yaeta^e of 
capi ta l leading to slou incjfoaae In national product doa-' 
p l t « tha inoraaao in inmstment* 
Thia should not happen i f India uanta to a t ta in 
' . le l f -re l iance thxoUQh Import-aubetitutionii 
V .4 I f import-EUbstitutlon i s dona by yithdrauing the 
rcBourcas frora tho BXport-lndustrias, y l i l l e iiKi nave fore ign 
Bjtohangs, ua uould also incur loss on fore ign exchange b ^ 
cauEG of decrsasB in export aamlngs. Hence the Biuphaais 
on Ifnport substitution should not nt tho oaet of export-
aaxtiinQG of tha ctountry» 
11?«S BsnidoB istrlnQont control rasasuro on tiipottE, en-
couraQBtnent given to import-substitution, ©)i53ort-pro«wtlim 
fRoasums should also bo taken. This would bring a oloanr 
coordinatlan botueon tho import and the export po l i c i s s 
of the G'^vemraont, 
This Bigni f lcanco of oj^ort-oarningr. in improving 
tho fore ign sxchange s i tuat ion uas racog^lsed by t^ *® Indian 
^wemwent and oavcral Bxport-incontlve sohomes w®r® In t f t j -
duc»€i» 
t7»6 The several neu trado agrooaont® that India had u l i^ 
the other cotmtrieo during th© oecond plan prov»s that 
India had roal lsod tho Iraportance of exports too* 
17«7 Thus we see that though the govemnent of India yas 
quite keen during thie period to eoononiee her foreign 
excliange resources, i t was at ^ e sane time aynxious to eee 
that th « r « uaa a r i s e in the levioJ. af hor indust jr l i l pro-
duction and import-substitution so that in futur-? i t s 
roquirisients of ftareign cxchang® ynre miniflii©ed« Tha 
gcmemro^nt theraforat conaidarosl that the trad© pol icy 
shouid aim not only at ecancsmiaing htsr oxtornal resqurcas-, 
i t should also aim at ra ic ing the IqvpI o f bar Gconoraic 
davelopmont and aocslerat ing tho fciampo of industrJ??lirntion» 
1 4 ^ C 
T M W , if^  f^ipoRT^ TH^ TO P W 
c J S S J b S l j U m d S S . ) 
1«t OurlfiQ thfi earXiet tuo plansi « f f o r t s of coonQnie 
davBlopmwfil hav«i ©tcertod inoreasliiQ ltifiu«nct« on thm coim-
tty*« foreign tratki opecially an iffiperts. Uith the gwwth 
Qf Industtlal pvoducsUofi and the deireifsptaQnt of the soononty 
eis a uhoief th@ laveX of imports has Increaestl substantially 
during the last plans* 
1*2 Ouring the f i r s t plan psrlod the total iioports 
anountiid to Bs, 3620 qv* that loy sn a^orage of Hs* 724 cr« 
annually* In the s&oond plar; there uas slzeahle Inerease 
in the l e v e l of Imports on auaoynt of the larger raqulre-
mente of oaplta^ qoodsi rau materlalg intemtetiiete prodi^ts, 
c»3iiiponente e to . iesptte str ict liceneing palloy adopted by 
the govemnent in the latter half of the plan. The total 
Inporte during this plan period uere uorth Re* 40a3«a or* 
that is an avera^G of Re* 976*7 per anmi«, Thie reoorde 
an increase of over the imports of the f i r s t plan, 
1*3 The third plan uith i ta larger inveetment prograMHne 
and Qontintied priority for the developnant of basic and 
heavy capital gooiie and industfiallsation in general ealls 
for evan larger import requirefnenta but uith the enomous 
def ic it on t^e balance of payMentsi the ptobl«K reqfuiree 
very earefyl hsiidling* 
t*4 The third plan, laumshed in Septenber 1961, eMphasiseii 
the urgcHit need for etsononleing foreign SKchange and careful 
• M -
pisfitiing of liii|i8rt»« The lovel of seonomio dttveXofMisni a l -
roady reached irt India by the end of the seocsnd plan, ra* 
qpuiced a ^ r y high lovel of ^aintenanoa import without 
uhieh furthar prografflinae of induatrialiaation could navar 
f}0 aohiavsd* I t waa thus axpootad that paynant for inpart* 
of ooAiponeHnts and aquipi^t for plan projeota would amount 
to Rf* 1900 ororaa* I t would also ba naoaaaary to provide 
for iniporta of coraponants, balancing aquipmant e t e » of the 
ordar of at laaat Rs» 200 or, for inoraaaing the domaatie 
output of capital Qaads and equiptaant* Proviaion yaa a i m 
fflado for in^orts of vbu matarial^ intejmadiata produotst 
eapital goods f o r ri»piac@i3iontt e o a ^ t i a l conauBiesr goada mtc*f. 
for tha fiiaintimatioa o f t^a e(»3nomyt to tha extant of Hs. 
3650 or« although tha rat^iiranents of auch importe fo r ae* 
euring adatjuate utilisation of industr ia l oapaoity uara to 
bo diatinotly larger* The total import b i l l for tha third 
plan waa thua aatiwatad at Ra. S7S0 or* in addition to PL 
400 inporta of tha order of Rs» 600 or* aa oonparad with 
an average level of Ra* 1072 or* during the Semnd Plan. 
The general emncmio situation of tha oountty waa 
in an upheaval* There waa a narked atrain gfowing due to 
natural faetora, aeaaonal trends, davelopnant outlaya and 
phyeioal tottle^eoHa* The Seoond Plan pariod had eontinu* 
ouely faoed adveraa tmather oonditlona leading to low pro<« 
duotion in agricultural output of both food and non*food 
artioleSf i^ioh led to a eontinuoue inereaae of the share 
of agricultural goods in tha total inporta* The eeaaofial 
1 4 8 
ttends too not very favouraiila* Thar® ueo eeasonal 
aXaok in finance y axtsrnal as^istanco decveaaatl yhlla tha 
priee levsX apaeiaxly tiiat of agTioulttiral Qooda Inoraaaad* 
f^yaleal l)oitleita«)(& s^fiultinQ ftm ahortaQa of 
etaali pofiiss'y ttansportf Qoai and rau laatexrlai hanpara^ 
the acononlo gtouth* Thla Jtad to the dif f iculty in the 
irapovt aaotot toc}« uhich mn ali?aady in difficuXty dun 
toUQh Qoaipaiition with coufitidaa Xike lapaiit uhare th« 
gaocia yata chaapaf« But evmi i f India uaa ahXo to taia* 
Uia magnituda of isport earnin^a by i^ieh m » tha 
Qat, i t yas atiXX nat i u f f i c i m t to aaat the daoartd of 
fo^miQn oxchango. India, in ordar to giwe the country a 
atarons industriaX baaoy had Xar^e devaXopment outlays which 
foquired Xauijor inrporta of eapitaX goodSf ao the only raaori 
Xoft uas axteirnaX aaeiatanoa* 
t#7 Himca i t betwmas auidant that India's inJustriaXi-
aafcion couid be haXpad by thra® roa^or foroae, axtarnaX ea-
aiatanoo, iiaport planning and oxpart pmootion* I t baca«8 
naeaaaary to raduoa inporta of non««a8enti8X goods to tM 
»ininuB and to ancouraga import aubatitution. I t uaa thua 
vary aaaantiaX to study the pxobXana afraah and raoriant 
tho mac^inary* ttiaaa problsMia umra »yoh ntoro inportant in 
tha contaxt of thia pXan as i t uaa axpaotad of i t to taka 
the eeonowy to a aubatantially highar XavaX of davaXopiMnt* 
1*8 Another feature that hampared ths growth uas Indo-
China uar and deeXaratlon of eraargenoy uhioh uoraened the 
ei1»iatioii« Deficit finamiing waa resorted to and in f i s * 
tionary preaaurea had aat in* The aeofioiiy waa now geared 
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to the £tef«fiott» yhieh led not QtiXy to thai inisrwase in inport 
paywnfe but stoyerin^ the paca of axport narnings^ 
-^MifAf^ . .PJMni, 
2»0 Afc this staga. I t uould be t&ltmmt to stu^iy ttt® 
port cooffiaient during the plan* This wi l l give us an idaa 
as to hou inucsh of the national Incoiae was? mpmt on lisporta* 
TABt-f: ap. 1 
l iMr t , 4mm C^t t^eo-^t 
Year ftational Xncoimi 
(Ra, Cr» ) 
Xpiporta \7alue 
(Re. Cr. ) 
lisporta Coefficient 
0 1 2 3 « 2/1 
1961-62 13763 1091.6 0.07 
1962-63 1404§ 1131.4 0.08 
1963-64 1484i 1222.S Q.oa 
1964-65 1S917 1349.0 0.08 
196S-66 15D21 1408.S 0*09 
Source I Cowputod from R»9»I»»s Report on Currancy and 
Financfi (1970-71 iaeue). 
2*1 In tha year 1961-62 the national inooroo inoxoasod 
to Ra« 13763 but ao did the valua of iniporta inomaaad 
to Re. 1Q9U6 or, with the result that ths import coeff icient 
uaa 0*07* Tha inoreaaa in the national income yas TA only, 
tiftiereaa in 1960-61 the inoreaaa was of 7.1%. TM« aleu rata 
of gflowth uas dua to advoraa natural ueather and qroi4.n9 
1 so 
pressurae of ecanomic developcant* Agricultural output 
Inoraafled vary l i t t l a dim to suing of tHo agricultural, 
cyolo follov^ng «xooptionally high rate of inerroafm of out-
put in tita pretfiou0 "fmt* 
2»2 Tfwi no*t yoar of the plan, that l « 1^62-63, r«eor-
c$«i| art inor^aso of in tha national inoonm, uftilo the 
intports i^sB to Re* 1131*4 or* ttiat i s an incniao® of 
eoneoquently the import oooffieient increased ©lightly t» 
{i»06« Thio inoroaso yaa dua to f a l l in ogrieultural output 
which in i t « e l f was th« rasult of had ueathor. Th« indu«-
tr ia l output al»o ramfded a f a l l baoausa of physical iMit-
tlnnsoks, which moniffistod i tse l f In tha fotio of ahortago 
of mu f»atorii(l in tuo leading industrioa eontritsutini to 
the inriox of industrial output via* Cotton tnd 3uto toxtiles* 
8Qttlan«e)(ti in transport affootsd the coal industry t.^ieh 
in it© turn affectod others* 
2*3 Fortunatsly, for the next tuo years, the import oo-
effioient i^oifsd stability by rsRialning at a.08. This does 
not Bisan that the total iffliport paywent did not incrsass* 
In faet in 1963*64 and 1964-65, tho inorsass in import 
psyMsnt was by 8*0^ snd rsspsotivsly* But ths rsason 
why iaiport oosffioisnt did not r iss was bseauss of s i gn i f i -
cant inersase of 9*0^ and in the national inoomi too* 
2*4 During the last tuo years, since there uas a oonti* 
nuous erosion of foreign sxohangsi there were hesvy cuts in 
the iiRports* Sines ths imports were msinly of aoipsnsntst 
sparss and raw matsrial, this stringsnt import pmliey led 
to stagnation in the industrial seetor of the eeonotty« The 
m l 
eituatiofi uorsenwd fuvthor due to failuiro of the iRonsoano, 
quliBinating in the f a l l of in the national immmt uHich 
noy awountod to Rs. 1S021 cjf. only. But deepite a l l 0 f fo r t f » 
iaparttt retsnrded Inomase of consaquaritly th© ispoft 
coefficient roan to 0.09• 
Yoar Changa in 
national 
incoiaa 
Change lit 
iiaporta 
Import Multiplier 
1961-62 • 455 - 30,0 15.0 
1962^3 202 • 39 •S 7»0 
1963-^ 4 000 # 91«4 
1964-65 •1072 • 12fi*2 a.5 
1965*66 « 896 * 89.5 15.0 
S^rca s Conputsd ftom Rapott on Curr^oy and rinanoa 
(196M9 • t970<*71 issuQs). 
In tho abovo tablo i t is aoen that in the f i r s t year 
of th« plant that ie in 196t«*62t tha inereaaa in tha national 
inooffia uaa by Ra, 455 cr« ^ a t is by uhila the ifflpotta 
had gona doun by Ba* 30*0 cr« Vat tha import aniltipliar uas 
1S«0 uhicH indioataa that our major importa iimra of capital 
goode that helped tha acjonomic grouts. But in tha aacond 
yaar of tha plan, daaplfea tha fact that iiaporta incraaaad by 
Ra, 39*0 cr, national inc^m© incraaaad by only that is by 
Ra. 282 cr« Neneo the import ntultiplier vwe only The 
iri2 
reaaof) for this f a l l In the multlpllsr mn mainly because or 
incrtsastj of imoorta of fotidgratn® and othnr ntsn^dsvelopnttfttal 
iwpotis on oovejnmeilt ascownt. Otit of fhis total iiaporta 90j5 
of tha increaae In the tion-dairsiQpwentaX i s ^ r t s mtB of food* 
giralna apeeially rice «nd wheat from U»S,A, This incirease 
ma mainly to 8tabilie« the daatftstic price lintt> 
S In l903-€4f tha rsoorded imrmsQ in the natitmml in-* 
com® yas S.9/1 that I s toy Rb# aOO anii tho Ifaportii incire««od 
by Rs* gl«4 cr# that io by Yet the incroase in tho 
multiplier ua® only worth that i© now i t stood at 8«7» 
Thi© great incrsase in the imports tsould have led the multi-
plier to & Qreat inareasQ i f major porilott of the increase 
in tha ifiiports had beon that of capital goods yhich aocelerates 
econornic Qiwuth, 3ut though the shara of th® capital goods 
yas 3 5 t h e share Qf tNi oanstjiaar ioods had inGTea»«d to 
This InersaBO vms, l ik« the aarlier yoar to stsbil iss 
tho prloo lino as the prioe index of food artloltto had gone 
up to 14t and tS3«6 in and rsspeotiwely, 
to bad uoathsr tha output of uheat had aleo gone doun uhioh 
nsesssitated the Incroeso of consuroor ^aoday thus pr@u(?nting 
the import multiplier to assuno groatar magnituds, 
2g7 The second last year of the plan that i s 1964-65, 
recorded tho greatest ineresee in tha national inoome whioh 
was of 7*1^ that is by Re, 1072 or« The inoreaee in the in -
ports uas also not insignlfioant, the figure yent up by Re* 
126.2 cf« that is by lO*!!^* But unfortunately the imptirt 
nultiplier f e l l by B«S thus i t use evident that the entire 
in;3 
InorvaM in thu Imports uas of consiMiftr Qooda epeelally of 
foodgtaina* Th« stMir* of ih« oapitvl good« mm to 20,7%^ 
Thl« tthtnga In ttw aoApotition of thit inports ya« iB«inly du« 
to ff<iGl«ratlon of yai? yit!^ Pakistan^ whleh c;««r«d ttie soxinony 
tau«rd« dofoneo* 
2*B Unfortuna^ly, in th« last )r««r of tJia pX«nt tha n» -
t ional Incom* f o i l by Hs* asfi or . that i s by tdhile th« 
ita orfc® tmv tjy 4*3^* But fartyn«t « l j f> the ent i f i i ineir«s«« 
in the impoirts u»m atisottivil bf imports of rsu nstsrisi 
whleh slons iMre 52,2% and mpLtml goods uhieh i^rre of 
th« to ta l imports* Th« shara of the ®ori»tiBi«r goods jteeordsd 
t4as Hsnos ths fauItipXisr ross to 15*0« 
2*9 At this stags in ordar to g « t a cXssr visu of th« 
rsasons of fluettfstions in th« import multifilier, %m u i l i 
nou stud f^ ths soRiPositian of imports• 
S.Mo. Itasi 1961-62 1962-63 1963-64 1964-6S 196S-66 
1. Consmisr gootfs 16*Q 18.1 19.7 20.7 12.6 
Rau Hatsrisi SQ,7 4t.B 44*6 44.3 52«2 
Capital goods 34.1 3S.7 3S.Q 3S.2 
100 100 100 100 100 
SoupfS t Conputsifi from ths data availabis in 06CI ft S 
Sulistifi* 
3*0 Ths psttsm of India's foVsign trade hsd undsrgons a 
grsdttsl ustsfiiofphosis sinss 1947* Ths imNHiiats ittpsst of 
the partition yas the craation of oanslderabia imbaXane* 
in th© Indian economy due to stoop inoraasei in imports of 
foodgraifidy raw Jute and rau euitton fioeneeitatod by th« 
transfota of thm principal producing awiaa t-J Pakistan* 
th« capacity of India to export raw hide®, raw i«iol and 
tthort etaplQ ostton yaii deoroaned aggravatinQ the sittiatiofi* 
At tti8 safno time i^e naed to import a nunbor of oonstmar 
Qoodo, SBwi-diirabX© attioloa and oapital macNinBry in order 
to raaet tha pent up daiaand of tha war years •nhwiead tha 
tirade imbaianos, 
3*1 But aincQ pianning, bsoouae of daueXopnent policy 
adoptari by the Qovamraant, the situation has ct^ angad apaoially 
freiR the adusnt of second plan. From tSSS onwards the davs-* 
loproant in tha sphere of trade was Xargaly th© reault of 
nation's. ®fforts to accclGrata th© pace of tha country'a 
atsononio gfoutil« Tha second five yoar plan placard eaphaaia 
tm tha davelopmant of haaviy and basic Industriaa which gave 
m inpetus ta the import of capital goods and machinary, 
transport eciuiprattntf raatala and natal manyfactures* a 
variety of ch«fRioaXs and industrial raw material* 
3«2 Outing the third plan period certain types of inperta 
have asBUOied greater in^ortanea for Indians davalopnent re-
quitenents* XfRport of nachinery and transport aquipnentt 
ferrous and r»>fi«'farroue nstale account for nore tham S0% 
of total inperts* 
3»3 Tha ii^iert of eonenner Qooda has variMt depandiriQ 
en the annual insert policy* In the f i r e t year of the pl«n 
that ie in 1961«42» tha iiiport polioy wee res trie tive in 
ins 
eoneonanoe yitfn ttis main objcietives and atratogy of the p2.afi| 
yith th« sresulfe that ittipott© of cansi«i«r goads yae only 
of the tota l But afiate of capital goodie had In-' 
oreasad by i t s shatre rtoy being 33«3^« This t^ as to mt-
mtm indUBttiol prodiiotion and @Kpan«iofi o f exfmrt<Kiriortt«^ 
indystriosi u^lch In futtire i«3uld uititRatoiy ooneem^ forolgn 
firnchang® inoroase Qxport8# Th« iiapout of rau aiatsrial® 
tiio incroaeed to 
In 19S2-63t the Import policy uaa a© rigarous ©vor 
leading ta Iwport of raw taatarial falXlnii to Thia yae 
a oronQ sine© this ua« thn time tiihcfi the grawing tsiBpo 
o f indostt ia l output had inoireasod th© demand f o r raw ttiat^riol. 
Thors ua8 a eXlght inoi^aso in the ehara o f capital, goods uhieh 
yae at 34.1^, Unfortunately, th» sharo of oonmwisr Qoodis f1»ii-
pito roatriotdd policy inoreafnod to This uaa mainly 
due to large food inports du« to bad crops donaatioally. 
In the third and fourth y«ar of ^ e plan the Btma 
trond yae saen* Tha eharo of tha conaunec goods incraasad to 
19*7^ nainly baeauaa of food^raina. This inorsaae in infMirt 
of foodgrains uaa mainly dua to riaa in tha food ptiess* In 
ardor to build auffiolant atook and l^arsby atabiliss ths do* 
mistlo priee lino, ths inorsasa In ths import of foodgraina 
yaa inavitabls. Sut s t i l l the greator snr^asia yaa on ray 
matarial and capital goods* This as Hr* Toatar (E:x«>Prssident 
of Association of Chambero of Cowrosros) had rightly said that 
in ordsr to kaep ths industrial ssotor of ths economy going 
capital goods and ray mstarlale should be the major itsma of 
ia^port budgst* 
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Zn the last of the plant the oonposition of 
ittpovts iiiwit throu^ e change eo that rau material ua« 
gitfsfi top priority* In this i t s eharo ineroasad to 
i^iiaroiis tho shara of concuster goods f a l l ramarkably 
to only* Capital goods isaintainail their aharo aimofity 
yith a alight inoraase of no that i t s sharo was nou 
3*7 th« pattam of imports uas Qoing through a 
ohan^o thara mtrs aosia ohat^aa in the trade position of 
India* 
S«8 ftt this point i t toould be uorthuhilo to study India's 
trad© position, that is i ts balance of trad© and the reasons 
far tho e^ang«» 
•Tf^ B^ g m^i 4 
(Percental share and valtia in Ri»Cr») 
Psriod India 's Tfsdc Annual % ehangs Balance of Trada 
nx Plan exports Imports exports Imports Bs.Cr. % 
1961-62 668 .S 1091.6 • 2,8 - 2.7 - 431.0 - 10.0 
1962*63 68S«3 1131.4 • 3.7 • 3.6 * 446.1 • 3.5 
1963*64 793.2 1222,8 • 18.7 8.D - 429.6 m 3.6 
1964*6S B0S.3 1349.0 • 2.9 • 10.3 « 532,7 im 23.9 
196S-66 805.6 1408.5 * 1.3 • 4.4 • 602.8 13.1 
S^urea t CofRpu^d from tho data availablii in Statistical 
Otitlina of ths Indian Coonony « Kulkami and 
B.8« I « ' s Bullotin on Curtsnoy and finanoa 
(19S2«68 issues). 
irr/ 
4*0 The above table tltmus that throughout the 
baianoe of ti^do eltuotioli did not improve mueh n^d 
thare has been an irrcQuIarlty in the decreaee of importo# 
In tha f i r s t year of t>® platt, though the overaU balaaice 
of peytaent poeition had uorsened^ the balartoe of trade 
position uas better In the simsa that thera was a 
f a l l in the de f ic i t . From the def ic i t of Re. 475.2 i t had 
imduoed Ha. 431.0^« This mn bammm there uae an in«* 
eroaee of 2mB% that i s from Rs. 630.5 or. to Re. 660.5 or. 
In the Bj^ort etsroinge w^ioreae the iraport® f e l l by 2.?^ 
that ie frora He. 1100.2 or. to Re. 1091.6 or. 
4.1 Hurlng the aBCond plan period, there were small 
ohanses in ejiport eawiings avaraging to about Hs. 612 cr . 
annually. But in the f i r s t year of the third plmi^ thewi 
uaa a dietinot but inadequate itnproveoent of 10.0^ in ex-
port eamirige. Thie uas mainly beoauae of the increase in 
the export of su9ar« rau eotton„ coffee, olloakeef hidea 
and i^ina etc. The Indo-4J.S. au^ar deal for the supply of 
2.2 bi l l ion tona of auger to U.S.a.inoreaeed the total ear* 
ninga by Re. 10 or. to Re. 14 cr. Raw eatton a lM inoreaaed 
ite exporta beoauae of larger export eiuotaa for ahort ataple 
cotton in 1961^ 3api»n being the main cuetomer follouad by 
U.K. and Hongkong. Coffee parfomanse uaa umieually good 
eying to inoreaeed offtake by Caat European oountrioat 
Ueet Gesnany and Italy. Export of easheu kamela to U.S.A. 
imd U,S«S,B« and of oilcake to Ceimany and Hungary aim 
helped in raieing the export eaminge. 
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4*2 Aggregata Import payitsnt at Rs* 1091.8 er* shows a 
ti«>er8a8« of This dsorsase uas shamd by isoih th* 
QQireiTrtfflttftt and privatfli loaptsriaf though the distribution 
uas uAnqudly ^ a t i s by Hs, 22 or* in gavBtmant imports 
and Hs» 100 air, in privato imports• 
lo tha mnmd year af ths plan, the axports oar-
fiinQs and iB^ort payBHsnts inoreased by almost the Sana per-
ca«tago, that i » by 3.7^ and 3*6^ rsapectivoly, hence? no 
iraprouewsnt in the balano© of tracJ8# Th» axports had i n -
or©assd baoause of crop f s i lars irt som© of tha Europoan 
cmmtfie© witl^ i^hich India yas tiawinn trod»» 
4»3 Imports too had incrsaaetrl, thouoh only bocatiits of 
fjo^epntnent iraportst Private imports in faot had deoraaaoctp 
dii» tighter lioencing policy which uas eiainly tin oonatmar 
good®. But unfortimatsly, the govarnmant iraportB both d a w 
lopmantal and non-dBVclopmental iwports unrc of foodgraina 
specially rica and wheat frcra In contaxt of riaing 
food prioaat l^ase imports yara etappad up so aa to tntild 
adaquata atocka and tharaby stabil lsa domaatle prloa lifia. 
4*4 In the ia^t throe yaaro of tho plan, the situation 
uorsanad with imports incroaaing at a g raa^r apaad than tha 
inoiwaaing o^porte, Conaacfuently, the foraign axehaunga 
aituation oontinuad ta oauaa mnoam* In thsaa thraa yaara^ 
ifliports incraaaod by 10*3% and 4*4^ yhila axporta 
inftraaaed by and and in the laat year, thara 
yaa a f a l l of 1#3%» 
4* i Ths laat yaar of the plan uae the moat diffiisuit 
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ysat boeatieo 
( 1 ) deoreaea In agrltnilturtil otitputf 
(2 ) imuiittd in£fii0triai eapaolty» 
( 3 ) staignatidii in aiqiostsy mid 
( 4 ) PBklstm afitresaion* 
Ail thes® ta<J to haavy etrain on foreign 0xcti®ig« 
and p tea aura m dotsoatiei ptrlenti* 
4*6 Tha unproNoadfinted fa i lura of uMsnsaonG aver tfi* 
Xarge parts af the coi^tiJy lad to drougtits and ©ariotis 
shartfagec of food and ath®r agr icultural productc* Thia 
in i t s tiitn affecttsd the rate o f ^r jyt l i of asro«»baBQd i n -
du8tries» BeoauBC of war defenca expenditure incrQaeed. 
A l l these adytireely a f f e c t ed the pr ices uhich we® further 
aggravated by sxpaneionary e f f s o t on the tnidgettery opera-
tion* 
4»7 The aggregate import b i l l at Rs. 1408,5 cr* yes 
higher by 4.4^ in 1965hS6« t^iereae the ejqsorts decreased by 
1.3^ due to the above reasons, 
4«a The overall eeeeeenent of the plan Is that deepite 
the increaeee in the exporter the balance of trade eituetiofi 
failed to li^rova beoauea of the greater iiteraaee in the 
import paynent b i l l * 
4*9 The queetion nou arieest (.^et^er this inoreaee in 
the lii^ort peynent b i l l wee due to the riee In the quantum 
of iaiports or the reeult of rise in t^rld prices* fo r thie 
the study of unit value and the quantity index nunbere be* 
oonee ineviteble. 
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Ttilfi etudy yould throu Xi^itt; on the exaet rsatusfiv of 
ineteasii in tfts lisport pwfmnt tiili^ fc^ich had been rssponal** 
b3ji fai? yorsoftirig the foreign exchariQo position* 
( t 1958«*S9 « tOO ) 
Period roadtOtlnfes ^ay fitmufmG'* CsnttraX 
& Tnbatsco nat«3rial 
Total 
Rty. Pries Qty*Price Qty*Price Qty* Prieo Qty. Pric» 
t9S1-S2 n DO 172 94 114 100 121 98 121 95 
1962-63 97 QB m 93 109 9S 131 94 93 
1963-64 104 aa 1S9 06 1C7 98 135 97 126 94 
1964-6S 139 100 142 110 121 98 146 99 136 101 
196&*66 203 140 124 122 112 103 154 104 148 117 
5.1 
,Source t CoaiputBd from tho data availabia in the Bullatins 
of R«S,X, "Curtenoy and financa" (t964«€l9 iaayea). 
tha fact that imports i « re rialng is very clearly av i -
dant froffi the abova tabla* Another faature uhieh also ia elaar 
ia that though the quanttw of imports ineraaaad vary ragularlyt 
thB prioa Indax reflaets oartain irragtflaritias* Tho tabla alao 
ahoMB that tha incraaaa in tha import b i l l ia moatly daa to the 
riaa in quantum of importa rather than tho prioa* 
In 1961*^2^ the ganaral price indax uaa only 98 i^araaa 
that of quantity uaa 121* In thia very yaar axcept food, drinka 
and tobaecot tha prioa of which uaa raaponaibla for t^a larga 
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bil ly i t has always boi'n the quantity that ha« i n -
eroae«d« 
S*2 In the SQCONTL year, tha pyic« index f a l l to 94 but 
th« quantity incraaiied to 131 • Similarly in foodgrainw, 
the quantity inorea^ad and the uorltf pxicee rsduemd* Thu 
reasons for this incr©aB®s yas the law agricultural sutput 
to adueroB unai^or* The indsx of agrimilUiral produc-
tion i4tiah had increna«?d by in th© ©arliar yaars, re-» 
mained cone tan t thie year* 
S»3 f.l'ahauQh Lha aoxeaije h4i increa»3ad, tha output of 
foodQrains at 79.S mlllian tons uas decroascd by 
S»4 In tha industsial sectort production expanded at 
a »lowor rate thaw in the praviatus y0ar» that i s at 
The average ganaral index noia!^r of induetrial output in -
cwaaed froia 139.8 to 149.5 in l9£2-€3. This inoreas® was 
basically duo to th© availability of ooal, Gteol, transport 
Etc. Con3E^;ucntlyt io^orts af eianufacturod goods f e l l 
from 172 to 170. 
5.S Throughout tha plan, thoro has beon eontinuou* in* 
omasing trend in tho quantum of imports* The main factor 
responsible was the lar^a euais of foodgrains. From the 
f i r s t to the last year, the foodgrain iiiports have shown 
en ev^ ly rising trend so that by the end of the plan, the 
c|uantity index of this iteii was 203« Ufifortunately in the 
laet tuo years, the world prices too hed gone up and the 
pressure on the foreign exchanoe was inoreaeed further. 
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for tuna tsly the imports of raw material had boon 
doersaainQ quantitatlvalyy as la evident from the quantity 
index mflnbsre* The plan be^an tdth 172 as the quantity 
imteit of tho ray material and by the end of the plan i t 
had reduced fact 124* This ehould havo helped the balance 
of trade d i f f icu l t ies , but unfortunately the price index 
rQtsorded r i se ouary year* The price index in th« f i r s t 
^ a r of the plan uae 94 only but by i t had increaeed 
to 122« 
S.l* The iiaport of manufactured Qoads shows variation* 
in the f i r s t year, the quantity index was 114 tiiBreas the 
price index uas 10Q» In thtJ esseand year of th© plan due to 
greater domes tic output the quanfaira oF imports of laanufac-
Uirot' goode yas reduced ta 109» fortunately eide by aide 
the price index too reduced to 98* There uaa a further f e l l 
to 107 o f theae iutpacta but Liio prices refnuined aanstant in 19 63-64. 
5*8 The fourth year of the plan wee different in th« 
eenae ^ a t tN> inperta increaeed to 121, the reaeon being 
the Indo«-Pak iwr uhich ianaediately affected the doneetie 
industrial production. The eituation improved elightly in 
tltm last year of the plan ae tfm quantity of inporte retktesd 
but unfortunately the prioe index rose to 103, lUius the 
balance of triide failed to show any inprovenent* 
9*9 Thus i t can be said that» in general, i t uas the 
total quantity of inporta that uae responeiblc for the ad-* 
verse balance ef peynent rafter t^an price. In fact, i f 
103 
^m pfle«8 had mit bean hslpful by not rising, the sltuaileti 
yould have been worse* 
£•0 But this worsening of the situation could be axpXai** 
ned at least in this plan* This plan unfortunately m^d to 
face tiKs raajioi' that is tha Chineae and Pakietan aggree-
sion. 
In fsctf a f tar th© Chineoe aggression and the pro-
claaatian of waargenoy in aotobor mtiy changee took 
place in the economio miShu of ths country. Tlte i4iale plan 
had to be re-^exaBiined and jrsocientod, ohanu^ng the pr ior i -
ties with a yiew of adopting them to the urgent srat qui reman ts 
of dafsnftfi* 
6.1 The impact of emergency wade the need for increaeed 
imports isTBBinttnt* The need for increased VOICJWB® of imports 
also axoee dlue to the fact that Um nrouth of produotioli 
during the laet feu year®, of a number of ooramodities having 
a hearing on the country^e import requir^mmfita, was lower 
than originally entfisaged* 
6#2 The increaae in defoncs forts also raleed the de-
mand in the oeonofuy for a nuiRbar of Jioodo, Efforte to in -
oreaee the donee tie pro duo ti on alao raised the dwoend for 
raw ffieterial. A l l these inoreaeed denand could be met by 
raieing the inports. Henee the total t^antity of inporte 
inere^ieed deapite the fact that there mn a very etr ioi 
polioy regarding the consumer goode* 
6*3 A deeper study of tho total imports re^veale the 
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faet that except In the f i r s t year of the plarif there has 
bedii a oontiniK7Us risii in itoports* Thia fact can bo proved 
yith the faliowiriQ table* 
ftp,,, § 
Poritid Cliangos in tno valm of liaports 
oVBf pracedintj year (Re.Cy*) 
PoroentaQs 
chanie 
1961-62 tt 2.7 
4. 2G.5 3.6 
1'J03-64 07.2 3.0 
1964-65 4. 10.3 
1965^0 • 4S«1 4. 4.3 
Source I Cowtauted tram Vm data nv-^ilaHl© In 
8ullat.in on Cutrroncy a«i£l Finance (I^TO-^TS 
iasues)• 
7,0 The t«bl© 5 shous that the ri®a in iiaports 
tfejring the entire otan paviod waa a continuous one, the 
fMiak yaasr bein<3 196A-65 uhen the quiwtiiw mf iflNports ifl«» 
eroaeod by Rs« or. In thla year the percontagw in-
crease uas of 10,3^* I t was only thn f i r s t year of t^e p l « i 
uHioh uae raiatitfaly better in tha esnao that iffiperte uero 
lees by 32«6 or* th^t io from the last year of the plert, 
th® f a l l in imports was 2.7^, But this uaa a faature of 
tha f i r s t year only* After that thare uas a continuoue 
ifiereaee in the importer 
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7.1 Tha mason for thin trend was tsh© dofli«®tic inetabi** 
t n 19f2«-63|i there was a grauirtt} otross reeultin^ fnni 
natural faotora, eaaeonal trends, davaloptnantal outlays antf 
physical boitl«ia0k«« Th«r@ yn« sBasonal slack In fimmm 
and the prioss of agricwltural gooda Increasad. With lh« 
Ifvpoaltlcin of tjBerganey as a oanaac^encii of Indo-Chlna yar^ 
the dafonca axparrdituttj inoraaaed* Basldss, d a f l d t finan-
cing and inflationary prassutas mtu inaraaslng. In a nut-
slwlXy i t cm ba said that tha gsnaral aoonomlo situation 
yas in an uphaavaly ha\#lnQ an advarac affaot on the leva! 
of doraostlo prodluetian* Manca increaea in tha imports, d» » « 
p l t » strinoant iraport policy bec^yia inavitable* 
t«2 In 1961-62, aggragata iisport paytnont showed a f a U 
of in mntrast to 18.5^ incraaa© in th« last year of 
tha third p l » i « Tha doterlorating rassrvaa poaition, th® 
lag in ra-®nhanocmanfcs and a slou utilisation of aid had 
rosultad in • tamporary slaoksning in the rata of imports 
Which uoro daeroaosd by i a ^ r t poliey. 8oth private and 
govammmt imports x^ieh uara dacrsasad but in unequal msa* 
suro, uharaas private iaporta f e l l by Rs» 100 cr» , govexn-
rasnt iiBporta f a l l by 22 or. only* This dser«ii«« in private 
imports yas spread over many ooffiRioditis% like rau eotton 
dcoraaaad by 21 or, , non-ferroua inatsls by 5 nr., minorsl 
o i l s and rayon taMtilas by Bs* 4 er* aach, islsoellenaous 
itens too dsersased by 7 cr« I t uas only the impart* 
of naohinery that had gone up by Ra« 24*0 or.* drawn mostly 
from ££C and Ru^e payments area fsountriee of Cast Eunaps* 
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Th8 f a l l in the §avon*ta«nt Import® mm mainly dua to l»os 
impurts of faodgralns ae a eoneaquenoa of good eropii* Tlw 
PL 480 Impoffta VBta ulamhmiS doyn by BO SVBO non-
food had a louer import fnitlay* 
7f3 In 1963-H54 tha tatal iraport payraetit was higher by 
Rs* 8? or. The change in trend deepito yarssning of balance 
of payisants position ahawed hi^he? reeaipts in this y«ar 
fran? ©xternal aaaistarrca to finales the doualopiient pro-
graiBiiie* Govamwent iiaparls InorQased and privata imports 
decraasad. Pfivato ittipdHa t&rhim^ by S nr. , due to 
titlhtar Import policy, uhich uas minly r?n consuts^r good®, 
HailttanancB iinports uet-0 l a j ^ r as additional capacity eon-* 
tinuad to spring inta axietsntcsa and inatallad capaoity was 
ful ly uti l isad. Capital c|oqda it^orts uora by Rs# 11 or. 
Unfortunately gowsmiient imports continuad to inerBaaoa 
hanoe ware reepcmaibla for 8*0^ inoraaar! in the total import 
b i l l « Capital raquirGiBont inoroasod by Ra. 32 cr«, ^ouQh 
th« main inoroaae waa duo to food imports. In context of 
riainQ food prioea thaso imports wora stoppod up so as to 
build adoquata atooka and tharoby atabiliao the prioo lino. 
7.4 The year 1964-65 yas UDrso in referanc® to ioiport 
b i l l ae tha inoroase uaa by 10^ uhic|i ia tha highast in th« 
ti^ola plan pariod. The last year of tha plan uaa relatively 
batter, touring t^^aa threa years» thera waa a steady erosion 
of fbraign exchange xesouroea leading to outa in ii&poris. 
Since the importa ye re mainly of rau material, spares end 
IGV 
8,0 
eotiip(itient8f ^ ^ psoQfmsive inporte euts Isd tao m stagnatloit 
in indue tr ial pseckioticm* Tha teeuiiant ciietortion ai«!«il by 
failure of ston t^iofi in 1065 mil»inat«d in the decsision to d8«» 
value th& Hypua, Honais thm imp9t% pttJULay uae s^ tuviaiMid and 
th® 9overn«»nt «nm»unij»d th© liberalisation of import® to 
©tiraulat© production, co that the regular flow of ray ©ater-* 
iai^ mparosi, ^nJ componcmt t^uld enahlo tho industry to uosk 
at fu l l 
At this point, i t yiXl he helpful i f ua study th« 
dirootion of India*® trade. 
Ul^msMmM^IiMBlMJBm^JSm^^ 
SssmMmLMBxM, 
Regions 1tJa2-63 1^03-64 1D64-6S 1965-^6 
1. Htip»@ paymcAtt 
countries 0,0 9*8 10.5 10.7 11.1 
2. em 14.2 11,7 12.7 14.6 
EfTA 21,6 is.g 16.i 14.4 13.5 
4. ECAft 1S«3 15.4 14.9 15.4 
5, Other Aslant 
court trlae 5,3 4.5 2.6 1.7 0.11 
Africa 5,9 4.S 4.1 4.8 4.0 
NIorth ^^Bierica 25,1 28.7 38.3 40.0 40.1 
B. Latin Aainrica D.2 0.1 0.1 0.3 0.2 
9. Oevana & 20.78 21.3 18.0 16.7 16.S 
10. 3,6 4.8 S.S 5.8 5.9 
11. Qthor U®Bt Curopv 0.4 0.2 2.7 2.5 2.S 
Sounpo 1 Cottout@d from the data available in OGCI & S 
Bulletin. 
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S.l The abcivfe table clearly shows that the groatest in -
ate&m In the share uith ijtjioh India yaa having trada la that 
of North America and this tmid oontiittied tii3. the of i^s 
plan* In thQ firsst yaar of th« plait, thought the shar® hod 
faXlnrt fmm to do® to stt iot Inipott policy and 
heaause um had better orops, and our najor impoTte f r o » 
flotth ^morica arst of faadgrtiins. T!t© Pt ABO ifjiporte lowtt-tBd 
to Ho, 80 ar# But ©inse thmi, thera has been a continuous 
rici© in it© share so th t by the end of the plan, its shaxv 
aineuntcJ to yhich i » tho In th» Pt 
480 ititporte inorsaeed to Rs» 120 Title mn bacaueo f i r s t ly 
our output of fo-idersin® had doolinisd resultiOQ in th» in -
crssts© of pritaia by of vIcb, Jamti pul8o» and guy. Th« 
prioss of other foodgrains ro«» by 9.0/j as afjainst in 
1961-62. In order to atabil iss these prices, i t wa« eesential 
to raise our irapofta of foodgrains. Since fiorth fifaerica uas 
th© chief eupplior, i t s share autaroaUcally roe® to 23,7%» 
8*2 The eccond big importer arc the tCM coLmtriee* though 
i ts sharo, liko that of EFTA ehoued a gradual f a l l . In th9 
f i r e t yoar of th« plan, the share of ECTl csQuntrioa and EFTA 
was 17#5ia and 21,6% mspoctively, But the f a l l started f f o « 
the «Qcond year ytwn the ahar© of thB two countries f e l l to 
of cm and 18.9^ cf EFTA. In 1963-64, they contributed 
s t i l l lese 80 that by nou thair share had reduced to 11.t^ 
and 16,S-i of ECfl and EFTA rsepeotively* The situation for 
ECU iiaprovad slightly in 1964*65 when i ts share roao elightly 
to 12.7^, thmigh EFTA's contribution f e l l to In tiMi 
1G9 
firtaX year, tha C01 countries* share rentaln^d cmXy 
and EfTA'a ehare ya« only Thia redtAstion In i^ ia 
of EFTA i^ aa a feafeura pirevalant in tha oarliar plana 
too. In this l^ird plann I t um only a eantinuatlon of tha 
earl iar trsnd« Sut fa* €Cfl thia ua« a naw fBattire, being 
a csonsequanoB of India ' s effort® to diuarsify ita trada in 
iJiraotian too» India uas now hawing trada ralatiana with 
aavsral stnallat- tsitjnntriaa toOf®^ I t no langar"dBpsnded &n 
this source of imparts only. 
8»3 The riaing trend of aocond plan> in tha share of 
Rupaa payment cauntriaa waa maintained in thia plan alao* 
m that in the boginriino of th® plan# tha ahare of Ic^ort© 
fxsam Rupaa paymant aotmtiriaa waa otily and by tha ami 
of the plant had riaan to In tha aaoond year of 
tha plan, ita share uaa riaing to 10.5% and in 
the naxt ti«j yaara raapaotivaly. Thmioh th® incraasa uaa 
ftot much, but tha trand waa avidant* Trada yiUt thaao 
ootmtriaa uaa canv/aniant for India aa i t had Hupaa payment 
aQraatisent uith thaaa eountriea. 
8«4 'Hie graataat oontributor frota ^ i a blook uaa USSR 
whsac individual ahara in tha f i r a t yaar was 3*6%, in tha 
aaeond yaar, i t ro»» to 4,8%, in the third yaar a furthar 
riaa of the ahare aiwiuntinQ to S.SjS in the fourth and 
f i f th year, i t waa and 
8*8 India had partioipatad in tha Tariff Conferanoa 
eonvanad by GATT in Saptaatbar 1960, t^lch uaa brought to 
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a cioai on 3iin« t962 uith the signing of ths f inal 
This f ina l act entabliahad inotramervts ©rabodying rssuita 
of ntt^atiation held bDtu«en warlaus Qountrl&e for iioport 
duty ccrncosaion on their mtituni trad«, India held nego-
tiatiane in th© Cmf&vm rB with Swedan, EEC^  
Attst^aXia, l^oryay, f inlandf Turksy. 
0*6 India 's trade uith ECAFE countrlBB had a 
ii^ragular nature. In tfja f i r s t y«ar af tha pl«n, a 
slight increase of 1.3'^ waa r©ooi?d«d so that nou tha 
shara rooa to In the secand year, i t raae further 
to IS.B, but in i t f a l l tts and In 1S64-.6S, 
a fuirth«r giight faXi to In i^o last ysar, th« 
©ituatian Impxowad t » 15»4:«» The share of Afrinat Oooana 
and * s ia , and dthcsr Asian ccruntviaa shaMsd a rtagulair doc-
l ins, tha worst hit ua® the ahara of ether ^aian oountrias 
uhosa share from 5.3% ultimately f o i l to 0,11^, 
This decline was very regular and gradual so 
that in 1962-63, i t f e l l frtna 5.3^ to fal l ing fu r -
ther to 2«6;j and in 1963-64 and 1964-65 reepeetively* 
8.7 Similar lias the case with Qo«ma and rest of 
Aaia, Tha share of theee two regions was in 
1961-62, increaelng to 21.3% in 1962-63. This was th« 
sxceptional year of Incrsase, ntherwieo throughout the 
plan, there uas a steady dseline, so that in the thinf 
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fm-^t it m& only In ttta last two yaats, i t 
dBolified farther to 1 6 a n d 1 6 » r « » p a c t i v e l y * 
8«8 The af rfrioa im samaii^at slmiiar» wham 
agairi ttie tleollna yas evident mnmp% for the year 1964-
uNih @har{} ehotieii a slight inoreaaQ* 
In the f t r « t year» tha share of Africa was 
fe l l ing to afid in tha nsMt two years reapeis* 
tively* In 1964-65, I t inoroaaed to and again f a l l 
to in th© final year» 
The contribution« of Latin Awerlea end other 
Umt E^urope was very irregular mtS neQllQible, In 
1061-62, the share of tatin hm&Jiim u&a only and 
that of yest Curofie uas The eham of isotH the 
countries f e l l in the follaying year to and 0.2?5 
of Latin Anerica end Meat Curope rospeotively. While 
the Latin AnerlGa iteintained the 0,1^, Ueet Europe*e 
ehere spurted to 2^ 7% in 1963-64, There uae slight 
inotease to 0*3% in Letin ftiieriiia^s share hut a dee-
reaee to in Uest Europe's share. In the f inal 
year, i^e share of Latin merioa yae 0,2^ and that of 
Uest Europe 
$•1 In order to get a clearer view of the situation, 
i t i s worthuhile to study the exact quantUK of trade and 
percentage share of different ooimtries at this stage. 
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Cotfn tries 1962-63 1963-64 1964-65 1965-66 
V.in Rs.Cr. 2S5.S 31S.2 449*9 S10.4 525.3 
% shata n.Q 27 .7 36.8 32.3 38.9 
u«st G&mmy tf.ln Cr. 120.1 9S.0 90.4 107.9 141.3 
% 0hai?« 10.6 6.4 7.4 8.0 10.14 
r^aiico tf.ift Rs.Ctp* 14.1 12.4 12.6 16.1 18.1 
% ahare 1.3 1.1 1.1 1.2 1.3 
Italy V.in ne^Cr. 26.3 21.8 17.4 22.6 19.1 
% shara 2.1 1.9 1.4 1.6 1.4 
EnrA V»lrt Re«C7« 236.1 204.1 202.1 19S.2 187.6 
% shacft 20.5 17.9 16.S 14.2 13.4 
y.in Ra.Cr, 20Q.1 178.3 171.4 163.6 149.1 
% shai^ 17.S 1S.7 14.0 12.0 11.0 
AustraUa f?8#Cr* 2S.4 22.8 17.9 24.6 24.1 
% share 2.1 2.0 1.4 1.8 1.7 
V.in Rs.Cr. 62.7 6S.6 78.1 80.8 
^ share 5.2 S.S 5.1 5.7 5.8 
Ea«t CurofHi U.in Ra.Cr. 87.6 106.1 129.2 144.9 155 .9 
% share 7.S 9.2 10.0 10.3 11.2 
U.S.S.R. U.in Rs^Cr. 3S.9 S5.S 68.4 78.7 82.5 
% share 3.1 4.8 5.6 5.7 6.1 
Jtl 
£»p«rt8 Ra.Cr* 660.S 685.3 793.2 816.3 80S. 6 
laporis Rs.Cr* 1091.6 1131.4 1222.8 1349.0 1394.0 
Balafioa of Ttact« - 431.0 - 446.1 - 429.6 - 532.7 - 588.4 
Sp^ uyo^  t fron the data available In OGCIS & S 
StiUatin* 
173 
9*2 The glv«n table not only tHrous on tHe per* 
ofintaga atiaro of each eountty tnit also thi quantum of imparte 
from each countvyt eontaqtisnily we aro able to gat a oloamr 
eoiiQ«ptlttn of thB eltiiatlcin* 
auring the tntir® plan peyiodg India was making 
f«»si» ag3pe««8nt® with memml counfcjpiea* 
9*3 Afflong the greatest exporters to India» U,S,ft» otandis 
out prominenUy* I t ie t^o largest exporter. Throughout 
the pXan|, t5i© share of thia state oontin^u«sXy rase, not 
only percentage-uiae but qiiantuu»<-uise too so that while the 
plan etarted ulth of sharei i t sttded yith 
The total quantwiR of imports too uettj InoroaainQ 
rapidly* in the f i r s t year of the plan, total io^orta ftosi 
uere worth BB« 255*5 or. and had inoreased to Re* 
31i«2 cr# in the »®cond ye^r« Thi® rising trend oan«lnued 
so that by the final year, yae sending goods worth 
Re* 52S«3 or. to India, The main reaeon for this surge of 
import® yae that the major itene of our imports is food-
graine and U.S.A. ie our largest supplier. Ooepite the 
feet that India 1B an agricultural ootmtryt i t could never 
becraaie a self -suff icient one in food* Consequontly, a large 
b i l l of imports from U.S.A. were that of foodgrains. In 
the f i r s t year they amounted to Re. 8Q er. under PL 480 
eoheney uhieh uae raised to Ho. 120 or* in the next year. 
9.4 In the f i rst year of the plan, qoantuia of iatporte 
from U.S.A. iMia enaller by tt^ due to 40^ deereaee in food 
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i^erti i* Hiia b«o«u»«/«xcs«ptioPially good oxop© in tfwi 
last year of th» second plan. But in the ascond yaar of 
tfHi third pXaHi l»poxt» again ror^ a bacauas of bad cropa 
ill t96t-i2« AgcicuXturaX dutput Inereased irery l i t t i o du« 
to swing of agyiailturai t^ ycXe foilouing aKcaptianally high 
of inojraaaa of outptit of th© pr&yimB Thia laii 
to ritj« in priGne* In ord^r txi prflvant thia rine and «ta«» 
biXise the pric® lino dom»sticaiiy, i t bRfsawe ©sseritial tbat 
%m inipart faoi ajttioie& ftom 
0«8 The siocontf iispaJPi l^fe «J^ori;er to India are EfTA 
mtmtri&B* But mnttat^ to the tiHars of th® sham 
of EfTA oontirtuad to decline throu^^haut thu plan* Thist dare-
l in l r tQ tf»nd had started in ttte s econd plan »nd uaa conti-
no«d in this plan* In the f t «at year of tile plan, the total 
amount of impoyts fmm tiii« »«wrc« tmre o? Re* 23S,'l cr . 
that is a »har® of 20,5^ tnis u»9 Iss® than tha earlleff 
y«ar* In th(i folloMlng y«ar», not only the total quantity 
was rodueed but also i ts p«rc«ntag«5 ehare rraduced ta M»9% 
in 1962*63» 16,5^ in 1963-64 and in 1964--65 and 13.4^ 
in l9gS-66» Thue i t is 8««n that the f a l l is very gradual 
and raguiar, Thia daclinins trond waa tha result of tha 
fact that India had atartsd trade with sevoral other ooufi-
triasy coneaquantly the Individual share of thia rsgiofi 
started reducing* Out of tho ontiro ragion, U.K. in tha 
moat important contributor, whose individual share was 
14*0^, 12*0% and 11.0% in the five rsspeotive years* 
i7r)' 
The diiGlining trend of thw region is evident in thu «hat« 
of too. 
9*6 The tast European countries, having Hupaa paymont 
agro^ont with India uer@ slsnifloant axporterc to thi« 
eotxntfyi thaugh the declining trend uhioh had B tatted in 
the cacond plan*, yas sc;e« in tiis early thrs^ yoars of 
thi© plan too, But tn the l a s t two ysare the ehere re -
QIetared a r i so . In the shara ya« 16,3% only 
ii^ilch uae lose by Q,B% as camparad to th® las t year at the 
imeond plan. Th^ sharr: d&ollned to 14,31 and 11,5^ in 
1962«-63 and 1S6tSHI4 sraspaotiyQly, Out from thcjn onwardag 
i t » tartad rialng lAitutSh fey a very MBtall amcsunt so that 
ift tha ehara roaa to the f i n a l yaar I t 
An isjportant faature of ijoports faro® Rupaa payment 
Qountrioe haa batjfi that i ^ o r t a from thla region are widely 
apread ovar dlffarant oountriea in this gmup* Xmporta 
from which had rucorded a declining trend in tha 
SBCond plan, after the foraisn exchange erieis, inproved 
in thic plan, Thi» iiaprovement is ovidMtt fro® tha very 
f i r s t year of th® plant, when tha ahare raae to f o l -
loweil by in the next year, in thara was e 
further increaae eo that nou tha aharo uaa In the 
last tuo yaars of the plan, tha share uaa 5*7^ and 
reepeotively. 
From othar eountriee of thii region euoh ae Poland, 
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Yugoslavia, Hungasy, Eaet GBrroany, Rumania and Bulgaria, 
imports considerably InQreased over the period. These 
countries which did not send any significant amount of 
goods to India before planning, began exporting goods 
worth Rs, 136.8 cr, by the ewtJ of the third plan. 
Throughout the plan, fresh trade agreetnento were made 
and old ones reneuad and modified with thase countries, 
with a view to diversify trade with these countries, 
India had nou trade agreements uith France, Italy 
and Uest Gerniany. In 1g6&-6&, India and ii.S.S.R. entered 
a new expansioning phase with the conclusion of a new 
five year trade agreenient uhich envisaged doubling of the 
trade. 
9.9 The share of France, uith slight variations re -
mained betueen to 1.3%. The share of 3apan yas 
fa ir ly steady, fluctuating mildly bstueen 5.2^ to 5.8^. 
Except for the year 1963*64, when the share f e l l to 5.1%, 
there is a rising trend. 
1Q.Q The share of Australia, continued the gradual 
decrease which had started in the f inal year of the se-
cond plan. I t Was only in 1964-65 that reverse situation 
was seen when the share increased slightly to 1.8% from 
1.4%. Otharwise from 2.1% in 1961-62, i t f a l l to 1.7% 
in 1965-66. 
10,1 The contribution of Uest Geroiany was quit® i r r e -
gular. In the f i r s t year of the plan its share was 10.6% 
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boeauf9 of ttio import of oapital gooda uhioh uero inevl* 
table for the de}Vek)|»i«nt of tHe eeofiomy* But in tho naxt 
two yma»&p uhffn the food ifflpoi^ts t^ro to be increased, im««> 
porte from Unfit Gewiany mtm reduced to Be* 95.0 et* and 
Be* 90*4 But latet, i t umn realised that regular flow 
of ray material sparee and components and oapital ^ode 
yae eeeential to pro'iuotlon* Uith the reeult, 
the ifuports facta West Gertaany were raissd, eo that i te 
ehers ra»« to 10.10 in 1965-66. 
10.2 India's trade with emaller eountries af /Vsla yae 
not infiignificantt ttiaugh unfortunately tliolr citare Viewed 
a declining trend. The ahare of erttire Asia uaa 17.4^ in 
the f i r e t year of the plan, f a l l ing to 16.0,1 in the eeoond 
year. This trend continued t i l l f inally Asia's aha re uae 
tmly 14.4%, But daepite thia fact, India was hawing freeh 
trade agreement uith Gountriee like Afghaniatan, Iran* 
Ceylony Pakiat^ etc. 
1Q.3 By the end of the plant India had eeveral trade 
aQreenante uith A,rQentina, Sudan, Uganda, Tanzania, Hungary^ 
Greaee, Egypt, UietocMn, Chile and {^rooco* 
A^re^Bente on tectmieal, eoonomic and ecientifio 
oo*-operation were also eigned by India with tha govarnmente 
of Uganda and Tmzania. 
10.4 At the and of the plan, that ia Rarch 1966, 31^ 
trade and paynent agreemente uer@ in foroe with different 
eountriee Uhioh inoluded beeidee the above mentioned, 
Auettie, Bulgaria, Cxeohoalovakia, Iraq, South Kerea« 
Sweden, Switzerland, U.A.R. etc. 
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1C}»S Th«80 tvada and paytnnt agrociiBants yvre mainly td 
maktt the paynant oonwonl«nt and to boost out axporta. But 
titifo3 t^unat&3.y» dus to »ev6rai bottleneokB our e^^orts failed 
to increaao uhlla tha ltiipart% due to gyeat pressura of da-
laand, both due to r t » e In population and Incoiac l8»iei\^nd 
d«vaiop»ent3l raaatsnsy tHe baXanoa of trade situation 
tinued to iiosrssn* Vyad® p^llil:i«s ramtulated dusing thu 
plitn period baoam altaoat aynonyiooua uitN fixpo3^t pnanotion 
pQliciae* tmpoxt af rau raiiterlal and components umvm linfeai^ 
to- axport psrformanca* Spacial £ichimn«ia uerc mad©, fsoneas** 
Einne uara granted, f i s ca l incantives uarg giurn to tho 
manuf.-ictyrura of axpo^rtabl© fjoods# Credit f a c i l l t i a e , both 
short and long teria yare granted by HtagervB Bcnk of India 
and State Bank af India, 
1Q«6 Tha main objaotitfe of trade policy yaa niaiiimisation 
of export aaminQs and ntaintananGe of imports baing oonais« 
tent uith needs of davelopmenta* Vet our iraporta in-
oraasad and exports failed to inorsaoe. Tho tvo iiwra were 
of heavy atrain on fcraign axchanoe raservaa. Conaequentlyi 
India ultifBataly failad to inproyts its balance of paynenta 
position. 
11 «0 At thia ataga, ue would like to atudy tha exact eon-
ponanta of India*a imports uhioh u i l l give us an idea as to 
Indiana failura in impmuing the balance of payments position 
yas justified or net* 
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imil g 
S . H o , ItoiRa 1 S 6 1 - 6 2 1 9 6 2 - 6 3 1 9 6 3 - 6 4 1 9 0 4 * - 6 S 1 9 6 5 - 6 6 
1» foodsrains 1 3 . 2 1 S . 7 1 7 . 5 2 3 . 9 2 8 . 3 
( i> yhaafc a.4 9.9 1 1 . 0 1 7 . 9 1 8 . 9 
( i i ) Riea l.fi 2 . 3 3 . 0 2 . 9 3.0 
2« Hau eotton & wasla 5 . 6 S.0 3 . 9 4.3 3 . 3 
3* Um atita 0.5 0 . 2 0 * 1 O.S 0 . 6 
4, Crude PQtjroliUm & 
Refinad 3.8 2 . 6 3 . 7 2 . 0 2 . 5 
S. pQtralmm product® 4 . 8 5 . Q 4 . 7 3 . 0 2 . 3 
fsrt i l isej fs , Cmdo 
& fitany 1 . 4 2 . 6 3.0 2.4 3.2 
t . Dyaing & tuning 1.3 n o 0 . 6 0 . 6 0 . 4 
Ofugs and nedioinea 1.Q 0 . 8 0 . 7 0 . 6 0 . 6 
ChaiTiicial alamanta 3 . 1 3.2 2.S 2 . 4 2 . 7 
10, Basa aiotaia 1 4 . 2 12.6 1 2 . 1 1 2 . 0 11.9 
( i ) l£on & staal 9 . 7 7 . 8 7 . 6 7 . 7 7 . 0 
( t i ) f}on*fattou8 Diaiala 4.5 4.8 4.9 4.2 4 . 9 
1$» natal aamtfactutaa 1 . 5 1 . 7 1 . 2 1.2 1 . 3 
I t , naohinary other than 
alaetrieaXa 21.4 2 1 . 8 22.2 2 3 . 5 2 3 . 9 
IS. eXaetrieaX maehinary » . 2 S . 6 6 . 9 6 . 6 6 . 2 
14. Tranapett Cquipaanta S.4 s.a S.S 5.4 5.0 
IS. RaiXuaye & parta 0.8 1 . 9 1 . 7 1 . 6 1 . 7 
100^ lOC^ tOO^ tOO^ 1Q0?S 
GRASQ TOTAL 1107»1 1 1 3 S , 6 1 2 2 2 . 1 1 3 4 9 . 0 
t Coapuivd fson the data avail£ibl« in "Statistloai 
OutXin® of Indian Econowy" - Kulkatfii and 
Report on Cutranoy and finanea 
iasu*a)« 
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THa table Ho» 9 h«lpii us In tappit^ thfi exaot 
itmis rastsansitilfl for the huavy istport b i l l during th« 
third f ive y«ar plan* 
Du» to «£lvare« natural fantors and grdulng pr«»-» 
mirss and bottlonetjke aaaooiat^il uith rapid davelopsiiRitf 
l^are was a alat^ening in tha pxi^oaar of grauHt of national 
incotaa by in againat an ineraaaB of in 
ISgO-pfil, but balance batwuon aggragatB supply and 
rugate dienand narraued down* t>ta import 
paynant at 1l07*1 ar* ahoued a f a l l of Hs* 32«6 cr* that 
i s by 2^1% and export eatninQB Inisraasad by tSS«S or* 
iliat is by Yat ouaral l balanoa o f payment aitu*-
ation uoreenad due to decraase in the foreign aaa«ts of 
f{«a«nr8 Bemk of India to 100 cr, 
11«2 Thia f a l l in import uaa notioeable in foadgraina 
apeoiallyi i.^an du« to good oropaf the imports i^re alaahatl 
oorisiderably, the PL 480 iiRporta raducod to Hs:« BO or. The 
output of uheat at 11*8 million tone touched a now record 
i^owing a rise of 7*4%* So the shars of wheat in the 
total inportet f a l l to 8*4^ from 13*4^ of the previous 
year. Unfortuiuitely* the output of rioe f e l l by eo 
the f a l l in ita share was only to But tho total 
foodgraina imports were reduced because of the incressed 
output of bajra by 10.2%, jowar by 1*8%| maize by 7*1% eto* 
11*3 Outing the year 1961-62, i t was the import of 
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fSnpltaX Qciods wNlefi hud the highset shate^ fip«eiaXly of 
niai3hift«sy* Thtii v»s In »ii»pitjiii« to tha gtowlng nosd® of 
indittttirlalisatitm d »splto tha fact that do8»»«tlc produe-* 
tlon had Incrsaaiid, The actual share of maehlnory, othor 
than nlmntt^ml was 21 •4:1 m against 17*8^ of the praviaua 
year* Tha ptroduotiart nf e l e c t r i ca l t^ aoda apecial ly a lec -
t r i o larapa, o lactr ic fanc^ radio receiwars, aii^-oonditionera 
and trmiefosf»Br£a etc# had inoreaaedi, ys t ritie to greater 
preeaura on dowaatlo dsiaand, the r«suXt of inrsreaaa in 
population, fe^Ef ia^orts vau& to The inoreaaad tra-* 
ports of raacblrtaty drawn frof i QfXC and Hupea 
payment area countries of East Europe* 
1t*4 The imports of raw cotton reduced by 21 cr« 
that is the new chare in total imnartss being due to 
tight import poliey, though its output had daoreaaed by 
1 6 • t o 44,45 lakh bales baoauae of bad weather apeeially 
in i«>ports»t cotton growing areas Ilka Gujarat* PI,P., wid 
Sahara oh tre. 
Due to bad weather* ineufficient raina during the 
cowing period and re#uetlon in area, the ou^iut of jiute 
reduced by Yet the overall eupply poaition of jute 
wa« comfortable, ao i te imports ware reduced and hence ite 
ehar3 waa now only 
11 aS The index nitfiber of induatrial output during 
1961«>62 waa 130«9, showing a rise of ae agalnat 11% 
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in tit0 pravlauB yaair* this reductsd Xnotciaiie in the rata 
of Industrial gsoyt^ uao mainly due to textilo and 
cottoft tsiath* 
AiSdnQ eapifcal good industr ies, the output o f lAich 
increafiod Imm than in I960t mitomobilest AmZ% against 
diesai mtgines against maohina too ls 26* 
agalnat i4th the rflstilt that the eharn o f ntaQhinerjf 
tsthar aXaotr iml was raluad to 21,4^ against of 
tha pravioua yaar* Similarly* tha share of e l a o t r i oa l goods 
roaa to 
I t #7 Th« indvx f o r fini»h©d ©teal ahoued o higher jwite of 
gto«t>it against henca i t s ahare in to ta l isrporta 
mis mducad to Sine® the inoreass in laig x t m and f a r -
rou© al loya waa only i t ua® f o l t t^iat the demand uaa 
a t i l l graater hanoa tha gap was f i l l a d by raiaino i t a iroporta 
m that the share of nofi-forrous mataia uaa now 4,4%. 
11 .tl In ohatiiioal and al l ied groups of induatrfaa, out of 
aluMinit^e aulphate^ oopp^ir aulphat^i aoda aah ate* Incraaasd 
Iry Hanea the ehare raduoed to The produeticMi of 
druga spaeially pofiioillin* milpha drugs ate. roao though 
tha other itwta ahouad a very alou programs m (^at in total| 
tho ehara of drug* and nadieirMia inoraaaad slightly to 
Tha shara of far t i l i sara , petrolemn produot8« dysir^) and 
tanning matsrial incraassd, tho groateat inorsasa bainS ill 
pstrolatwi products ulioae share roaa from 1*9^ to trails 
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th« sha^ii o f f e r t l U a e r a 1.4^ and (ly«inQ and tanning 
water la l 
11.9 Tliu»t ^^ ^^^^ trstid o f InorsasinQ th* 
sliawt o f eapitial eood« i^ ioh hati sfcattsd in the sscond plan 
um in tlto f i r s t y@ar o f the th ird plan tooi prouing 
the f a o t tl iat India f a s t tndus t f i s l pt&^mmm I t s 
imports o f foodgrain® were inev i t ab l e , and not by c^oiea 
elnes bad crops led to inorease in foofdotain® iniports in 
os ia r fca f « ed Um population of tho oountry. 
Th« Hftiaind year o f the plan uas ra l a t i va l y a d i f f i -
cu l t yaav, upeeial ly th@ n^oond ho l f y y i th tHo i o^os i t i on of 
emorgoncy duo to Xndo<«China mv In OetotJorf yhioh ra i «od tha 
dofertco r t c ^ i r ^ e n t o * Th® i^mortu in general iRoreanad by 
12fct Thfi i cports c f foodi^rsine also increasod to Rs. 
179,4 c r » the i r indiv idual sbara riolnQ to 15,7;;^, tf?is wa» 
beeauG9 in the early part o f 196t«-62> tho ii«a»onal inoraaeo 
u«8 only 31 % and tha eyba«e;uant daoraase umn about 
Tha prioa of food ar t i o laa in general rose by baeaua« 
of low outpyt uith the raault that uhaat and r iea waro icn* 
portad in graatar quantityt tho i r ahara r is ing to 9^9% and 
reapaet ive ly* Tha output of rau matarial inoraaaad 
baeauaa of abundance o f eotton orop in 1960*^1 and raoord 
Juta crop in 1061-^2, Yat there uaa ahortaga of ran material 
baeauaa of s t r i c t import po l i c y . 
184 
12,2 Th0 inpertfi of eattdti uaa reduond to mm tlio 
intm^im eultivation of oottdii progtaeiao had yiaXcfsd tosults 
in i>rif}gin9 abundance in ita output* But deefsits e l l affott% 
th» mitfiut of faTtiXiaora could s t i l l not ba incireaaed suf** 
fieiimtly to inaat ttio roquiromnntft Nincn Its imports i n -
oi^aaad to Th« impo}*te of juts iiera toducwd further 
to 
t2»3 ComlRQ to the induetrial aeotort I t i s aaen that 
produetion inoreasfld at aliROst, The average oaneral 
indcm ( 1956 100 ) increaaed from 139*8 in 1961 to 149.S 
in 1962* Thia incrcasa was batsause ofl"» 
( i ) groator availability of basic auppliea euoh aa 
coal, steelI pouar and tranaportf 
( i i ) improved supply of Haw 3uta|r 
( i i i ) appreolabla addition to capacity plus an iwprowe-
iiant in utilisation of the existing installed capacity in 
a niRsber of Inckistriae. 
12«4 Ejnergeney had neoessltsted the reoriatitation of 
industrial pattern* This incraase uas sharod by a l l najor 
induatrias except silk textilee, synthetic fibres* suQsy 
« id tea* 
12*S The inports of crude petroleun reduced to Ha« 30*2 
or«, i ts share being 2*6^ only but the share of petroleua 
products rose to S*0^* 
12*6 The output of saleable finished cteel Increased by 
33^* Os«end for steel had increased progressively neeaa« 
sitating the oontinuenoe of iioports of steel* Out after 
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8»itg@noy0 stoal plants attained f u U pnidUQUoiii oons«qii«titly 
Its Bhare was reduced to Imports of non-ferxous mstals 
rotHi f « i « 49.3 OT. to as^ SS#a c r . that i s I t s Indivi-* 
dual shar* ntJM being Iisports of thS# itew were f i -
nattimd by AID loaits. 
12t? In reapon»« to tNa gjowlnQ nsedo o f Indus t r i a l isatiof i f 
itaparts o f Kaohlneify epaoial ly on pr ivate aoi:!Ount inoroaeed 
to 24t,7 o r . I t s shaiti nay being The da»a » t i c 
proauotion of ©laotricaX goods and afchsr engineoriog and 
aptallurgioail Industries Inareasnri, epnciatly of IsmpUp 
^jjaraophonee^ air-conditiooor8s» yater-eoolere ©to» 
uitb thB resul t that the aharw f e l l to 8ut the share 
of dotal laanufaoturesf yhoso domestic production decreased 
sjcospt that o f faleyel©! typaMffitete, fciall-»bearlnQ8, seulnQ 
mehlnes ete* i t s sharo inoreased s l i gh t l y by so the 
share in t962-i3 
12.8 The shars of ohemioal elements a l »3 registered e 
s l i ght increas® from to 3,2^^ though the l e ve l of oiit-
pilt msintained at a sat i s fy ing l e v e l daspite foreign 
exoheuige shortage. The production o f eulphurio eoidt soda 
ash, «3diuR bicarbonate, industrial explosives eto* ya« 
considerable. Simi lsr ly , the domestic production of 
Aspirini tfitanin B 12, ant ib iot ics etc* uas nearly double* 
Mey Iteeis l i k e streptomyoln, anti'-hiatamlne and Mrta ln 
t r^q t i i l i s e r s yere produced f o r the f i r s t time, hence i t « 
share reduced to Q.I 
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12*9 Th» oui^ut of tfaneport and railway aquifMMHnfc i n * 
creaMd at a Tha production o f railway uagons 
and poifsr drivan pumps incraaacd a t layer rats v i s . 32.Sit, 
32*3^ and 2*9^ agalnat 4 1 a n d raapaotitfaly 
o f tha preirioua yaar* tha output o f diaaal ansinaa f a i l liy 
oonaaquantlyt thair share incraaaedg haing r a i l -
way and parta* ahara, 
13*0 The ttiird and tha faurHi yaar of tha plan raoordad 
an intsraaaa of and 10.3^ raapaotivialy in th@ to ta l 
ports* The a l ior t fa l l in tha dowestic production ocourrad 
at the sania t t »8 so tlie aQgragat© spending in the soonoroy 
waa risin© in both public and pr ivate BGotors* Htwica the 
year® yltnaaseri a ataap inereaae in tha priea lavo l ap«-» 
o i a l l y agr icultural cojumoditias, Tha pr ice index of food 
a r t i e l as roaa from 123.8 to 141.0 and 153.6 in 1963-^4 and 
1984*68 raapaetivaly. Tharaforag in order to atabl l iaa tha 
l^rieaay graatar importa of food artielac wara nada. So tha 
ahara roaa to IT.S^^ out of ti^iioh 11.0^ uaa of and 
3.0^ of cioa in I9i3«64« Tha output of uhaat had daolinad 
to 9.9 n iUion tons dua to bad ifaathar, ^ough tha production 
af riea had incraaaed to 36.9 » l l l io i i tona. DurinQ tha aaiia 
yaari output of emttoii awid juta inoraaaad atrtiatantially 
dua to govamnant afforta in thaaa two oropa. 
13.1 In 1964««8 and 196S«i6, tha inoraaaing trmd in tha 
ahara of foodgrains eontinuad ao that in 1984«6Sy i t was 
23»9^ and 28.31^ in 196M6. Out of which tha ahara of uhaat 
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was 17*9% «nii In the tuo y«era respooUtfeXy^ thou^li 
dutt to Qood ysather^ despite deeraati* in aeteage^ pnsduetlon 
had rva^rted i t s poak at 1t«3 m i l H m tont» Sut in 196S«>66y 
thu output again dsolined by 12«8^f the dsclina being oHated 
by PuRjabt Raiaatttan and flahasaahtra* 
IS.Ji The ©hare of rica and in tha l as t fcyo 
years rGspectivnly* the pradootion of r i c » had incraaaed in 
1964-6S, tHtt in I9 i5- i6t J^ua to f a i lu re of taofisnon, the pm^ 
duotion of seice tell by a f foe t lng the pr ic »8» uhich 
had already riaan by 7.9SS in Theses mB a further 
r ise in price index by Flajor amount » f vim iwporte 
came frooa Surma, and then Ittailand, U»S.A« and 
13*3 In 1964^65, l ibera l imports of cotton uare alloyed 
to SJOat the shor t fa l l in production, ft to ta l of He, 58*1 
or, were importad, the share beinQ The ahort fa l l in 
i t s output was by Sut fortunately the next year im-
ports were deoreased to Ra* 46*2 c r » , the share f a l l i ng to 
though due to uidespread drought and improper feeding 
of canals, the output had reduced by This led to an 
increaee in i t s price index ta 132« 
13«4 Similar iy, tlte dcutteatie produotion of J«it@ f e l l by 
and raiaing the imports to Ra» 7.4 or, and Ra, 
9.2 cr« in ths l e s t two yeara^ the individual share of Jute 
being and 0.6:^ in the tuo respeetitfe years. 
13.S Taking the plan as a whole, the perfonRanee of the 
third plan in sgrioultural seoor waa very dissppointing 
1B8 
aithouQh a great d«aX uae done to 0SB«t« potential f o r 
higher produetlona* But tyo etfcoessive years o f bad 
ther a « well aa stKirt fal le in individual prosraameB adwsraf?-
l y a f fec tad produetion* The index of agricultural produc-
tion e i ther remained at 1e60«^t l e v e l or eotually f e l l ex* 
cept in when fawourable uiiathor ccnditiane iui-
provEid the eiUiiitJb&n» the l a e i year of the plan ooinoided 
with yar£*t drought in l iwins raeiiHjry. 
13,6 In 1863^4 and imA^B^, the industrial production 
roefci by and reepeotiuely« l^ore iiapreaeii/8 than 
the additioha to px^oducUon in agricultural eoctor hawe 
haen trie inoreaeee in the f i a l d e o f pot.ier tranaport and 
induetry* XnetaXled e laots io pouor aapaoity intsreassd 
over f our fo ld . The production of conetauar goode i s 1264-
63 and 196S-66 was Ro* 4S3«3 o r , and He. 4B?»e or , rea-
peo t i ve l y . 
13,7 Cxoept for 1965-^6, uhic^ was charaoterieed l>y a 
eevere ehortage of raw materiala ouin^ to import roetrio* 
tionsi the induatrial output increased ateadily at the 
rate of 7% to 8jC» 
13»B The eapaoity and production targets have been mostly 
achieved epe#ially among industries like petroleun pro-
c^otSf BUl»»fi»bileey tneohine toole, bearinQy tfansfomers, 
IMwer drivetfi ptxepe, dieeel trnginee etc* Coneequentlyt the 
share of petsoleuiB produete f e l l to 3»06^ and 2*3^ 
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In ttHi last thVKB ysar® re<ipeotiv@ly« Similarly th© ehara 
of Hiatal HJaf»ufaetur»B was and 
Elstttrlcai ^edtt wlao rBgisfeered a f a l l in thels 
ithatro of imports uhiefh in ttie thrae r&epeistiva years u«a 
una 
t3.9 Thg! praduetion o f e t ee l yas taitsGd to |j»2 railllon 
torts, tho rfSfiult o f tlio pxpenslon o f Bhilai a t » o l Plant, 
8D thstt l-iiB ifipparfca of Iron anJ Steel rsdueedl the i r ehaya 
was and 7*0^ in this l as t thrsfJ years o f tho 
plan, 
14»0 Prsjduotian froci public eector pmlects in the f ie ld 
of maehlne building and haavy engineering iRdustsisa In-
Dxeaaed eubstaf it ial iy, /Vnnual ineraasc af Ha, 10 cr« was 
froBT the Heavy Clacfcrical Plan, Bhtipal» Hut this yas tst i l l 
short of (ianand which tha country h&d uith the; result 
that th« importa could not be raduoad, »o share of 
iwehinary othar than alectrloal coutlnuad to inoraaae. 
I t uaa 22,2^ In 1963-64, reaching the height to and 
25*9% in the laat tuo yeara raapectively. 
14.1 The f a r t i l i t e r produoticMrt proQW^e had fal len be* 
hind eehedule. the capacity planned in the public eeetor 
irfae about 6«40,000 tona of nitrogen^ the private eeoto? 
contfibutiftg the balance, to have 1 nillion tone of pro-
duoti^Hi* thd private aaotor there uae no aignificant 
addition to the capacity. In public eeetor too, they were 
not very eyoceeeful, eo that by the end of t ^ pltvi, the 
two publio teetar projecte at Goreklipur end Keiirftp, and 
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tuo ptivatm » « e t o r s p ro j ec t s at Baxoda aftd tflshakapatiia« 
Here stiXX undar oonatiruetloft. the jrasuXt waa tHat tl i « 
iiBporta inisfaaaed continuouaiy axeopt in yhefi tfHs 
eham f a l l tw fsom 3*0!^ in 1063«*64« But again iti 
i t vosa tm 3*2'^* 
14*2 In chaiaical gvoupy tha pfoduetion ahoyed aybatan-
t i ^ l inomaas apeoia l ly af aulphuvie aoid and soda aah« 
yatf ainoa thoy uare a t i l l beloy tha tar^atf i t e importa 
f a i l e d t » f a l i se that tha aha to in the Xaat »aa«» 
paetiua yaars uaa 2*4^ and 
14«3 In tha f iaXd o f dmga and ptiamaQauticais^ t ^ 
tsttt;}or davaXopaant uaa the aipanaion of Pinpri f ae tory and 
tho eonstruotion o f the an t ib io t i ea pXant a t Ristiikaah 
and aynthatip drugs fac tory a t Hyderabad, thera fore , thara 
mB a atahiXity in tha share a f thia itam uhioh was 
and 0*6^ in tha Xaat thrae years . 
14,4 The reviay o f tha third nXan requires a ayiapathe-
t i c aye, ainoe i t ua» an atwiorwaX period in aevoraX rea-
peeta. So fliueli had happened during the Xaet feu yeara^ 
that fcha en t i r e pXan had to be reappraiaed* 
14« i The Chineae aQgreasion uaa a great bXou to the 
oountry, uhie^ naoeasitated the reor ientat ion o f the pXan* 
O^fance preparation required ohanginQ the ant i re set up e f 
p r i o r i t i e s . Induatr ial end agrimiXturaX pttigraimne had to 
be aeeelerated. Then again In tha f i f t h year, i t had to 
face the heat iXi t iea of Pakiatan. Seeondiy, f o r moat o f 
the tiflw during the pXan period the weather uae adverae 
l O i 
SQ bfstti natural and po l i t i e a l factors had dorui a graat 
80oi48«t the elackrwer and dolaya in tylr^ tip the naaded 
texnaX oradlts uae also raapanalbla f o r the slou prograse* 
Con»u«ptlon and Ina f f i c l an t adwini® t rat ivo machinery a^gra-
vated the eituatii>n* 
tA*6 Heitoa dwapite India'© e f f o r t s to rsduc© l ^ o r t s nat 
iBueh yas achieirad in thia pliat« The balaitca of paymanta aitti^ 
atlon canfcinued to be in troybJLe* Apart from the year 196t-62, 
ition the valuQ of iraporta radutsad by thara haa baim a 
cnntinuaas riae in tha importa througtimit the plan pariiKi* 
1S.0 This f ac t i a awldant fro® the tahlP givan «hleh throya 
a i iQht on tha totwa of trade alao* 
,Tf,CTff- fff, Ty^ i^ fl, c 3 19S8 « 100 ) 
Period Exports Iroports Tema of Trad® 
Ipidax 
Unit 
Slalm 
Uuanttai 
IndaK 
Unit 
tfalya 
TTc TTy 
1961«62 IDS 109 12t 98 l i s 116.7 
112 lOi 126 93 117 113.0 
126 10S 131 97 107 136.3 
1964*6S 132 107 136 101 111 142.6 
196&-66 124 113 148 ISO 124 134.7 
Sfurpff i Conputad t Data available in R«B«I«*8 Raporl on 
&jrranay and finanea (1969*70 iaeiia)* 
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1S«1 the Qiven table thxoye a l i gh t ort the texms of ttade 
of India* %% i e seen t^at in 196t-62t index miMbex' of 
exports rose to 10S and 109, that i s en Increase o f 
yhloh yae not very substantiaif but togetheir ulth a 
f a l l in ifflporte, tho o f f rot on the comwodity tewsaof tsade 
mm brinoins i t to l lS f uhile the commoiSity terras of trade 
r^ttoed fraia to 115* This uas foeeatjse the overa l l ba«* 
lanoe of paynents position had yorsenod further . The trade 
Qa{i had redueed by H8« t59 or* , but th is advantage was yiped 
out by the deterioration In the inv is ib l e account by the 
iarQ«« tlian usual outf lou of short-tonn capital and by i n -
crease in capital payeents* f o r e i ^ exohange reserves dec** 
reased by lie* 36 or* frora Hs* 503*6 or* to Rs* 297*3 or* 
notulthetandinQ a net draylng from International Ptomrtasiy 
fund of Hs* S8,4 or. The real prassore uas thus of Hs* 
65 or* that i s Rs, 16 or* more than in 1960-61• 
1S«2 There yas a deoreasing trend in iaeports. The value 
of iwports yhieh in the f i r s t charter yas around Re« 250 or . 
deereaeed to Rs« 242 or* in second quarter and further to 
Rs* 217 or* in the third cfuarter, but in the l a s t quarter, 
i t rose to Rs* 269 or* yith the result that the to ta l dee-
rease in imports during 1961-62 yas only 2.7^* 
1S«3 The deteriorating reserves pos i t i lon, the lag- in 
relnrtKjrseaent and slou ut i l i sa t ion of aid had resulted in 
s temporary slai^ening in the ratc3 of imports, the inooiie 
and t!»3insodity tems of trade moving to 116.7 end I IS res-
pec^tively as exports too had inereased by 2«0l yhieh yes 
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dus to Xndti-»U«S* sugar deal| larger oxport quota« to 3apafi| 
U,K« end HongkiifiQ and IttorBatss in c o f f e e exports to East 
European CQuniries^ Uest CesiRany and I ta l y * 
19*4 The decrease In imports uae shared by boUty pr ivate 
imd gevenwiBnt aeeeunty tJiough in unequal roeasuret pr ivate 
by Re, 22 c r , and l a t t e r by RE» 100 cr* The f a l l in pr i va te 
imports uas epreaJ awnr a n « «b « r of goods. oottoR dee-
reasQd by Ho* 21 non-ferrous petals by Ra. 5 o r « , w i -
noral o i l s and rayon t e x t i l e s by Re« 4 cr » each and v e f i l d e e 
by 3 or» Msoolleneoua ite^a too d^  oreased by 7 c r . 
But due to industrial liaports o f roachinory on pr ivate eocountSy 
Ute t o ta l iaporta on th i s account inoraaead to Re* 138 
Tbie inoreaeed i r^orts o f maehinory t4ere drayn laoetly froi i 
OCCC and Bupee peynent area c»3imtriee of taat Europe* Sharp 
deoreaee in ifliports i s beoauae of exoluaion of Pt 480 ootton 
in 1961-62 s ta t i s t ioe* 
1S#5 In ordor to in^rove fche payments posit ian, government 
purchaeas were priimed down in 1961-62 by rls, 100 cr* to Re* 
3?8 c r . 3oth devBlo|M»ental and non-davalopmontal importe 
daereaaed tbou^i i t uaa only of Rs* 5 cr» in the f o m e r , and 
Re, o r . in the l a t t e r * 3ue to induatrial expaneion in 
public eector, imports belonging to develepnantal category 
v i z * t nediinaryt iron and a tae l , ooflimunication storee were 
Increased, except relluay etorec uhlch decreased by Rs* 10 
er* The e f f o r t to l im i t non-davalapaiental imperta to e n i -
niWM ia eeen in the eharp dacreaee o f 30^ in expenditure 
1G4 
on iroi^rts earning utidor th l » hoad» In viau of gpod crop 
Importa of faodgralns ware slaahod considerably undar PL 
480 sotiemer, frradgtalns iroports financed aut of tha ctiun-
t t j f ' e am r«»ourco8 wor« snalXer than in the prnvlaus 
year. Outlays on nott-faod itm& too was lnu«t as compaifod 
ta psi}tfj.ous yfiar* 
15#6 In 1962-^3^ there yas a f «r lhef f Inorease o f 
In axpntrt satntngs, BccampaniBd by a of incrosB© in 
tciport paytnorrts, the Ualance uf trade d e f i c i t rising by 
lasuino tfia income and comntodity terffla of trada at 
113*2 and 117* Thi« incroaae in th® export was due to 
the ecAJfcity af fodUer In Eutopean countrios, inotsasliiQ 
thair dotnand f o r Indian Qaadey thu demand coming nainly 
froa yaet Cfstroany, Himgary» Poland and Ea»t Garraany. 
f a i l o r o of crapa In snrae Europaan cottntriss incraaaad the 
eatnin^ti of tobacco by Re* 3 cr» Sot tha ©wail avoral l 
ineraaaa in tha export yaa nu l l i f i ed by tha dofflcatio f a i -
lure of cropf aoal ler demand far ray ootton f r o « U.K., 
U«S,A« and and inoreaaad donaatio oonsunptiim* 
Of^spita hi^hair prieaa, aaminga from axpart of ooffaa dee* 
raaaad fxon Ba« 9 or* to Rs* 6 ex, dua to ahort fa l la in i^a 
output laading to lower aalaa to CCn eountriaty U*S* m<A 
U*K* Cotton axperta f a l l baeauaa of inoraaaad ooMpatiiion 
from traditional auppUara* 
1S.7 Total import paymsnt at Ra* 1131*4 cr, uaa higher 
by 3*6^* Tha change in trend despite worsening of balanea 
l O i ) 
of paysiBfits pQBltlBn iihoued h i ^ t i?<3c«ipt« In 1962-63 
fttm Gjcteirnal aasist^Qa tti fimtnen iho devoiiipii^iit pco** 
15»8 I t Mae mainly th® oaverittsnnt liBporte rospotialblB 
f o r the r ise in the iBpor t -b i i l as private impafts Had in faot 
raduead bf tin* S dua ta t ightar licanolng policy uhich 
waa mainly on oomumv qnodSp like rayon tjaKMlae, papepf 
cutlary and hajrdyata. 
Ous to tjad foraiQrt exchange situation Imfjorts ware 
fuirthar t3ut and mmn licsances praviously issued yara lea-* 
ealied to t»u deoi-aaaad^ ihftet? th® Chinos© aooreacion in 
Qet^li&r 1962» i i ^ r t a uace diraotad touarda dafanca nc^ ntia* 
fiau matarial naadad fat lumvy Itasia uere eithac bannati or 
c^otaa daaraasad* Btau i t ^ s vara bmu^tit tmdar the purviiiu 
of iTC f o r iBportation in otdar to daoiraaaa the raiddJLaraan'a 
peo f i t * 
16.0 Other neaauraa of import con few I uarat* 
( i ) passing of tha nau Cuatam A^ ot in Oacan^sr 1962 pro** 
vidins for several penaltiea for miggling f naoda into 
Indie, 
( l i ) the ennouneemant of Gold Control Rulas with the 
objaet of oontxolling tha ^old tfsuggling and^  
( i i l ) the announeementln fabruary 1963 of nay baggage 
regulation atipulating that iteaie importad aa baggage ahould 
not be aold until they have beon uaad for a praacribad nun* 
bar of yeare« 
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Daspitfi a l l ttiaaa iaiuivfHetifitydl and nxpart-prewiiotion 
thods, ifRDOtlw fn i iod to iJ«c»«a9« and exports inerfltassd 
MagyeXy* Thla Insroaaa in Imoort was boeausa larga* main-
tananea inpttria vara ra qui rati as addit ional capacity cnnti-
ttuwl to aprlng into axiatanea and inatal lad capnelty uas 
liiora f u l l y u t i l i aad . Impoirts of nort-feififotja «i©tala Incresi-
asd irfith Iho financ® avai lable fmm iUl .O. loana. Import® 
of ol>8jait;als, ayntfiatio yam and profaaaional and ac i a i i t i f i o 
Inatrumants also inoraasad,, The t o ta l imports o f capi ta l 
gooda at Ss, 200 nr. uaa lotiar Ijy Hs* I t or* 
16«1 Similarly the rjovsrrwnont itaport payment a t He, 336 
er « ygs highar lay Rs* 07 or* tten the previous yaar. Both 
davsslopiaantal and non-*dayalopmental imports sharad tha i n -
oraatse. Capital oqiiipiaant f a r gavemmsnt projocts ahotiad 
a narked inoraasG of 32 c r , f o l l i u i n g a aharp stsp-up 
in the purchaaas from U.S. undar aaaiatmica and an 
ineraaa® in th& importa of taaehinary from O.S^S.R, trndat 
irarioua Ruaeian e red l t s , Mora than of the Incraaaa in 
tho non-davalopnantal iniporta uaa aasooiatod with largar 
i»portB of fcioda apaeially uhaat and r ioc undar PL 480 
agraaiTient* In contaxt of r is ing f o id pr lcag, thaao iiaporta 
ware aluippaii up so aa to build ad«t|Uata atocka and tharaby 
•tabiliiMs prioa l ina « 
The yaar 1963HS4 m » the woet rawarkable one in oon-
taxt of the riaa In axports and hancs balance of paynimt 
da f i o i t a . This rlaa of in oxport which uaa tho raay l t 
197 
of tho Intonslvo export pxowatian progranuacs laufitthed by th« 
gotfarnsjent e^iaulri havts given very faitourabla tutn to thm 
bBl?ific« of ttasdn but unfortunataly th® inporte to®© by 
alaoi eansttquefitly the f a l l in the d e f i c i t o f balanofi af 
trade me only TWs r lso In imports USB mainly m 
QOtfemfBSTrt actaoufit eis tiecauss of » s®tr io t i ve Itoptsrt policy 
the private ©ector h»d to retJuoa i t s t o ta l Imports* Th® 
Qowsmnants imports because of dafenco-^rlpnted Impart 
policy plus tho inorciaoe in tha foaci impoirts dUQ to stiver re 
drought conciltloil«» Th« inooiRo terms o f txad® and canwadlty 
terws of trsdQ being 1 3 6 a n d 107 resnoctiwoly* 
16*3 Tht'. trond of import sestalftBti highajr In IDCVfaS due 
to ifijport of large r^atitim of footlgrains an ! necsBi^ity of 
koeplng up the ti«ipo of the country*® dovelapsiantaX a c t i -
v i t y . The value of importa yas higher by IQtS)'^  which a l -
roady had Inoreaood by and B^OjIl in th« lae t two years. 
Wain itOBiG of imports were haavy hldos, copra, natural a«d 
synthetic rubber, c^emioalr, unod pulp, rau juto, rau uool, 
long staple ootton, synthetlo f ibrsa , crude f o r t i l i a s r s , 
eu lp^r etc* tnports of w^y induatrlal raw material use 
meintaxned at a steady l e v e l . 
16«4 Despite the increase in output of s tee l end stee l 
produots, import© of both ferrouo and non-fertoue netale 
and thoir praducte continue to stand at a hiQh leve l witli 
a vieu to fiieot the grouing requirement® o^ the indlQoneouft 
induetrioe* The iapojrt of capital goods in gonoral increa-
sed by though transport equipment disclased a doynuard 
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TSEVTD from Rsf 711 ml2.11 on to Hs* 676 mi l l i on . BIBOCHWIOOUS 
manufaoturas i i k » sanitary fltfclnQ, e o i on t i f i o Inatxtiotsnta 
ate* also deersas^d* 
16.»S Tti® Xargast irtor^asc af theae JnportG uas af Rti. 
front tho cotmtrisB becauQf:: 3f inorn^sc In Im-
p{3»i8 o f niact^lnsry against the dfjertss^tj of Rs» cr* itr 
•xpotts* IiBoorts fjraw A f i l ca Increasfit! tjy Hs» 1B,Q cr» 
agalrrst an imprtiveigent of Hs. 2.9 nr. in exports* Latg«r 
itsporta t3f easftsu tiutB|, non-fortous fuatals and raw cottoon 
etifitriMitad to a fiighar lwport» Out o f tha Increaaa of 
14,6 c r . In Impart?- fnsfa EEC, the socoimts 
fraffl m incraasB of Rs. c r , and Ptflm4 tiy another Rs, 
4*6 cr» 
16.7 Itaports from ECAFE cauntria© inosaiaed by Rn, 7.Q 
uhich were mciie than a f f a s t by the dacroasa in i?npatts 
counting to f?s. 3,7 or« fron other .isian oounti^es. Aroong 
ECAfC taauntriee^ liaports from 3apan inoreassd by Rs. 11,S 
or, and from Pakli-tao by Rs, 6,4 cr , mainly dua to largsr 
inporte of raw jute* Th« s ign i f i cant dccrsaBs In importa 
of pctfolsum and petrolsim product© frora Saudi Arabia 
largely explains the f a l l in iiaporta from other Asian 
CKiuntriaa* 
16.8 Sl ight ly more than ono third of the Importa into 
India i s acoountad fo r by U.S.A. which eent He. 4,3€ b i l ^ 
l ion worth of Qood® to India in 1064-6S. The next best 
exporter to Indi® ia U,K, followad by Uaat riemugaiy and USSR, 
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16*9 Thta year uas oris of most d i f f i ouXt yoar as 
imports rostt by uttila the increasa in exporta uas 
only raisirio ttis baXanco of payments ds f l edt by 
and tfi® eoWDJodity teacias of trade uhloh had already f a l i « i 
to 1.0? yas ii^rotfsd to th-sugh the InoOHiG tetwe o f 
trade uoraened fas 142*6 irttleh already was Ijad at 136,6 In 
1963-64. 
17.C T''it3 f:tr©i.on oxdiiinOB eituatian during 196S*66y 
Iej tha l- s t yaai* at ti'ic plan, oantinuod ta cause eon-
cern, th-^ u^h -U-'tj rBscrvas showed a sizeable improvement in 
contrast wii^ the substantial decreoBf^ in the preceding 
year. Imraediately a f t e r th« torn of the year, a fresh 
tirmfinq of Rb* 8T?t3 wan msde TSIf in Apri l 1066^ 
t ide over the payments? dl f f i tyult ieu arislnn out o f 
nc»untry-uid«? drou^htP. 
The parcistertt doterioratlon of resaryas yhich 
eccurrsd In 1964--65 continued riuring tho t arly part of 
thio yuat tuo, thrjugh a f tor four months, the t r ^ d was 
rstffjraed and rusti'va® IfaprowfaJ rasulting in net aecretion 
of He, 48»3 or . The reasons f o r the iropraveiaent weret-
( i ) increased reaUsation of export earninge «nfi 
deereasa payments f o r imporia from countries other th«m 
the Bypea payment area| 
( i i ) larger external eeaietanoe rooeipte by way of 
re-iiirtJu reewen t and, 
( l i i ) increased reoeipte by way of unilateral transfers 
fro«B abroad fol lowing the introduction of National OefeniMi 
Remittance Scheme towards the end of October 1965. 
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17.2 Tfi« iteport b i l l which ya« hlQhor by A»A% 
tfse mainly beeause of inorsavo of Ro« 20«4 er* in the QOVAXYV" 
mefita acoourtt* But inpotts af piriirate account deetsaead by 
Rs* 12 cr» The onUrc inetsae© uan financed by th« ooyntry'o 
nm restsuirnea baoaua® o f duoreasa in aid«>flnanced itAporte. 
The incraasQ in tho s^vamisttrit impo^rts and henoe in tha 
a^gxnQatc iatporta i^uld have bean cn^ an hiQhax* by about Ha* 
26 e r « but f o r ^ o a ta t i s t i aa l ehange introduead from April 
tseSf under uhich fw i ight on PL 480 imports mfmded by U.S. 
i a exoludad ftom th« Impost b i l l * 
17.3 On private accnunt, Rjinnral o i l s dacraaaed by 10*B 
apmt machinoTy by Ra* 18*1 or* and vahiqlaa by 3.8 cr« 
but waQEtabla o i l a incjraaaad by 11 .S o r » , iron and ataal 
by Rr* 3.1 ot# On govamfRonfc account, faodgi'aina deoraaaad 
by Ra. 11.S c r . i capital arjulpmant by Ha. 22.S o r . and rail-» 
way statas by Rs. 4.5 cr . but I t uaa o f f a a t by Inoraaaa in 
non-faad i «porta of Ra. 62.1 or . 
17.4 fJvst tha last tm yaar?, thora was a atraady atoaion 
fjf frrrelrm c*ohr»ne« raaourcas laadlnr) to cota in Ittpotta. 
Sinca th{3 inporta usra mainly of ray m t o r i n l , aparaa and 
oowponanfes the prograasiva iwpart otit*; lad to a stagnation 
in industrial production. Tha resultant dJstertlow aided 
by tha failure? of monaoon in 1965 eulniinating in the desi-
aion to dawnlua tha Rupaa^ ae wall as i ibnral lae the i » -
poria an aa to anaura a rtiQular f low of rau material, apare 
parta a»id cimfMinenta ate* apaolally to incraaaa tha 
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(iirwItNiiltiii af Indutfexisvt m ^ai aidaii 
by dvifali^Uait of tlyp^ef oitr exfitirtp »«mirKts muld In* 
ntmmm AtiltQlAtiliaily* 
tHl9 miMmtlem in tihs Iwporl p^iiey uas m% » 
p^f^atittnl i% urn » ttm^orawf mtmU'^n to Hi* 
ps%ili3aii o f Qf mnistmmt94 hf tH* 
Thtt imtm%im mm tm rttaetivnttt a itld§ cqwh 
pl9n mf ImimttimM ta full ©apuaifcy* 
{^t the of 6)ilf«x'eliiifi8ii omn ^ aet30l.Qvalitd 
by a di l<i i «nl seareH f o r impoift 
ti£in af istpdft lap i i «& n Img fiscidiid iiiti^ipliniiy hmmm 
llt«i#t@r efiemlfl b@ QIvmi tii e i ^ t i pf<imlii3ii 
iii:d imp&w% mhnti^Umm Tno mmtt «afnini>.8. dtitlng thp 
Xa»t fmm» liy l«a-¥lng tli« in«'08Ni tavmn «if 
ttttdii »% 134«7 md QooMSfiilliy t«fwg of itade mt 124« 
17»t Tb« fttQfe yiat tluritii tti« third plan p«Hod| ttiotiQti 
tlm imimt%» in esii»«»l fche gciv»¥fMi@nt*s 
qitate iffortM to davslop tlw iso«i vitfil •wstof* of 
oeonofty la hl^^UgtitoiMtif* The oauooo of th@ of 
•triotfltiivo mii olhor tndaotfioft iioro oovoto dfotiihli in* 
odoiiitooy of fortiiiooro and other Inputs and ooofoity of 
atiilatolo lmplo«ionta» Sonw oayooa aro natural and boyond 
anyerto*a oontiol* in other roapoeta tha o<»^ tfMMMit 
ia roaponoiliia for Ute failtifo« Uko ahorta^o of aQrieui« 
ttifol loplominta uaa olinyod to paraiat througliout tho 
liian* Soaidaoi thare uaa ahortaQO of i«on and atoal^ la#i 
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o f nuitaliltt daiiign« of inpJl^nefituit hlQh eoot o f tiiwtyfaistur«« 
laek Qf adaquat* arid UfiMly e r e i i t a t reasonabla ratea^ 
lack nf rapalr and malntoftanea f a e i U t i a s t d i f f i c u l t y in 
ebtainlng opare parta^ and laek o f managanant ate* 
Ofia radaanitig featura o f the plan l a that putilie 
aeeliir*a shave uaa raiaad to aa coeipasred to in 
aacond plfatg jcaiaing i t s raquiipsaente o f foiraign axchange 
but imiaBs nystasatio e f f o r t s nada to atap up a f f io iancy 
of the public aactor so ^ a t they y la ld a f a i r ratuwit tha 
cniimtty u i l l be dissipating I t s alandar reaouroea o f f o -
ralQR Xt m s aeari that daspita dairaluatiofi of 
mipaa, tha an^oft induatsy including th© tradi t ional onaa 
eoritinua to ouperlance aarioua d i f f i c u l t i e a hanco viQoroua 
atapa to pxo&iota export and vig i lanea in regulating impartay 
baconaa inav i tab le , Sinca the advant o f planned Gmtmmia 
daifalapnant in India, tha export aaotor has takMi an unuaual 
impartanca in i t a ralationahip to iaports* hm axparta, both 
due to axtainal and internal raaaona f a i l to inereaaay i t 
laada to tha d i f f i c u l t y in promating Qooda v i t a l l y iaipoirtant 
f o r tha aoonoiiy. 
So wa ara faoad uith two adQad preblea* On tha 
ona h»tdf ye nead foreign exohanga in order to iiapart gooda 
yfiioh ara inportant f o r tha industr ia l isat ion and on tha 
other handf baeauae of atagnation and alow grouth in the 
export aeotor ua are unable to earn any fore ign exchange* 
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j m ^ 11,(a) 
Year Cxpurt » a r -
ninge(Hs«Cr«) 
TTo % diange 
in TTc 
F.E. Flow 
1961-62 118 • 10.1 * 67.8 
1962^3 685.3 117 • 1.7 I- 11.6 
1063-64 107 ^ 8.S - 67*4 
1964<«65 016.3 111 * 3.7 • 30.2 
8Q5.6 124 • 11.7 • 94.3 
S2.9 
^ump I CotspuM ftm t^io data avai lable In Hopotto 
of en CutrwwJy and Financa (1970-*71 
18*0 At th is poinii i t uauld be appsrapriate i f us ettidy 
th« iapaet of tewiB of t »ad« on tha f l a y of potontial 
farai^n 9xeh«ivg« ae this uilX g ive us an idea as to hou 
fav the f o r e i f ^ trada haa tialpad th« aeonofny* Tho above 
table Iwlpa ua in analyaing the 8ituatlon« 
tB,1 I t i » eoan that in the f i r a t year of the plan, 
yhifi our eK{H»rt eaminga uere Ra^ 666.S er » that l a they 
Inereaaed hy Re« et«p the oanmodity tema of trade 
Inpsoved to t IS that ia by and added Ra* 67«S or* to 
our foreiQii exohenge* Thia apparently makaa i t c lear that 
the inoreaae in the eitport eaminga yere reaponaible f o r 
havinQ a favourable e f f e o t on our eecMiofliy« 
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18*2 !n tha fteoond year that i e 1962«€3« dsnpito th« 
f ac t that dxpfirt eaxnings incrsaned by 1i»8 Qr*^ ths tams 
of tvade eh«ng»d by 1*7^ only, hence the intiroaaa irt our 
foraign irassrvon yas only uoirtit Ha* 1t»6 cr «| 
iitfiich tBl3.8 U8 that the othQs faetoir deta»RinlnQ i:hG tesniii 
of tvadSf that i e thu import oeotor met havo boon reapoti* 
iiibX« fot th» alow gjwyth in the fore ign e!whang« potQntlaX* 
18»3 ttt 1963*64t th© behaviour of the terra® of trade wae 
stranger* In thin year, the export eamtnga Inoreaeed by 
f!s» IDttS cr « tn t we eeo a f a l l In th© terwe of trade by 
Consequently, m suffered a loss o f 67«4 cr* of 
p o t « i t l a l foreign exchange f lou* The fnot stated In para-
gyaph 18«>2 I s made clearer noif« that i t has to be ths iis«» 
port sector reeporisible« This in de t e i l uilX be discussed 
la ter mt* 
18«4 In 1964«&S, the inoraase In tha export earnings was 
uorUi 23*1 or* uhioh led to an l«^rov0iaent in tha terns 
of trade by and oonesquently inoreaslng the foreign ex* 
change potential by Re* 30*2» 
18«S The las t year of the plan reeordsd a d i f f e r en t 
ttsnd« I t was in this year that tha export earnings redit-
osd by Rs, 10*7 or* yet our tesns of trade improvsd by t1*75® 
acfding Rs, 94*3 or* to our potent ial forsign sxohange* 
18.6 Covering the snt ire plan period us sse that in a l l> 
w« had a to ta l f low of Rs* 52«,9 er « which indieates that 
during this plan poriod, our terms of trade were in our 
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favour, iaavlng a fawouffabXa Itapaet on our fo re igo exehaitg® 
f io i i * This uould havo liaen hiijJiar i f In 1563-64^ there had 
not baan a f a l l o f in our terms of trado* This net 
gain in the f low of fore ign exchano® helped in raieing the 
national income uhich hy the end of the plwt had increased 
by 173? c r » , i . e^ by Thie incrBaae in the na-
t ional irieofn© ya« brought about by inoreaire in the cap i ta l 
etoek and thereby aeoela rating the pace of eeonomio deve-
lopnent, 
10»6 I t w i l l mu ho helpful to f ind out the exact rea-
eofte ii^iich iiware r e^ons ib l e f o r the changes in the f l ou of 
potwi t ia l fore ign exchange* For thits explanatimi, we tiiill 
tafe® the help o f the fallowing table• 
JftBLE fip. n i p ) 
lapaot of Tarae of Trade Iwprovetnant on Balaice of 
,Paifii«ti.fei% 
Year Unit value 
o f sxporta 
Unit value 
of iaporte 
Export 
earningf 
(Rs.Cr.J 
TTo TTy 
1961-62 109 104 668. S 115 116.0 
1962^3 106 101 605.3 117 127.0 
1963-64 105 101 793.2 107 136.0 
1964-65 107 113 316.3 111 142.3 
196S-66 113 122 805.6 124 142.6 
^purep t Cossputed frota the data avai lable in the Reports 
of R.B. I , on Currency and rinanoe (1970-71 
i ssue ) . 
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1S.0 In the y«ajr that i « tha f i r s t y«ar o f 
tho plan, th « tmit valua of oxportv f a l l fron 110 to 109 
fc^ila that o f Import© r o « « to 104, Thla lad to th® deter-
ic-y'aUnn Irt tho cowaiodlty terras of trada f roa 128 te U S , 
yt t sLnm tha quafitun indax of OKports had incraaaod, tha 
income terras of trade improtfod to 116.7, uhioh helpod ua 
in inoroaaing our foraign ©jwhonge f low by 67«5 as already 
etat®d In the oar l l o r paragraph ia*1| which provaa that 
in this yaar, i t uqb the quantum of export oamifiDa that 
yero more responeibla in helping tho econoiay. 
1P«1 In tha aa(S3nd yoart that i s in 1962-^3, triors yora 
O ^ r reaaono f o r th® inerensa in our potential forfeign ex-
chanQB. In thia year, both tho unit indox o f export and 
that o f import f a l l , unit Indax of enporta haing 106 and 
unit value of imports being 101, but alnce the f a l l in la i i t 
valua of imports i«aa groatar^ the cssmmodity tarma of trade 
inproved to 117* Sioultanaoualy, another forixinata thing 
thathappanad u a that our axport aamings inoraaaad to Ra* 
4IUI5«3 o r « , oonaoquantly, our inooma terma of trads took an 
uptiard trend yhloh led to an increaae of Ra, 11,6 or« in 
tha f low of foreign exohanga. So in thia year, i t uaa both 
tha import aaetor aa uall ae export aaotor tiiioh uara halp-
f u l . 
19*2 The year 1963«64 uaa an unfortunate year in the 
awtee that in thia yaar ue had a eetbaek on our fore ign 
exohange raaarveay experiencing a loss of 67*4 or* 
232 
Ths ®«ln roasimii f o r t h i « t^a the f a l l in tha unit valu« 
cif exports iJiic^ faXl to 108| thautih tho import tinit iraXuo 
had roraainod constant* Thin f a l l could not ha oo«pensat«d 
by the incr©aae in tho quantum of export£5,, so t t nu^ t ^ 
ineops tarns of t*ada had risen to 136,3, th« oofwaodlty 
tS3mn f j f i3rati'5 ipeglsjtarwdl a f a l l o f ttiat i s ta 107, 
lianoa the loac of fore ign axchanga* 
19.3 lim isitiiation imprntfod aUght ly in ig6<W6S, when 
th« imi t waius o f axporta Inercaood to 10?, so that Htm 
cosRUtjdlty tarwa of try'da also improvad to 11 • I , But i f 
tha inoraasti in ttto unit yaiuQ of imports harf not bw^n thexst 
tfiB Situation maid have? haen s t i l l bet ter* Tha unit valua 
of imparts rqao to 113^ but forturtataly tha quantity of ox -
parte toa incraaaed ta Ha* 816 ©r* So the incoma tari»» o f 
t r «d « bias a nou 142«3| i^ua halpinQ us in IncraaainQ tha 
fo7«iQn axehanQa potential* 
19*4 Th® laat yaar of tha pian* halpad in raising tha 
f a r a i ^ axohanga potent ial though vary nteaQraly* Tha raa* 
•on uaa, that deapita tha f ae t that tha unit value o f ax** 
{Hirta inotaaaad to 113« tha unit valua o f ituporta roaa to 
122, This f ac t in i t a a l f would not have had auGli a dan-
paning e f f a c t t had tha quantun of axport aatnlnga incraa* 
sad. But unflartunataly, thia yaar tha export aamlnQa too 
reducad to f^ a* 80S*6 cr* Conaaquantly, tha increaaa in tha 
foraign axchwtga potantial uaa only 11*0* 
19 .B In thia antira plan pariod, ua hava aaan that tha term: 
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of trad® hevs mor« o t been lit our favour having a 
vBTy fayouifabXp impact on our eoonoBiic gtowth, Thoi'® can 
b® l>Q doubts aft tj£i ths hsip rdfidovsd ncoilDtnlo d®w0lf>pBiorifi 
by yoPld tirads# As naimorOEs In hia aptlolffl •Trade and 
Ecotiatalo DQunlapEisnfc* hat ©tstad that ttirtjugh fornign trad®, 
tha ©ntire 0c«?noiBic groyth I s tranmittedi fro«t one cmintry 
to anather, tt mt only provides a market and efictourv^^B 
gitoutlt or real locat ion of the resourcos necessary In o rd i t 
to supply i t , but i t aleo tranoffllts experience and Ideasi 
c h a n g e a t t i t u d o mid inat i tut ion and blotiHiP nbstaolaa in 
further detfsloinaont^. 
19«6 Habarlar ton in his book " I n t s t n ^ t l w l Trnda -nd 
Ecanopilc ntssvtalopaeant** has said a-rtrftewhat a similar f ^o t , Hs 
aaya that intcrnai ional iavGstncnt l e a i s to prowinim of 
eapitaly baaid bSi f^oraign tr«ido In t^ ho m/^i labi l i ty 
of roaane of Javeltif^aani in tf>B fans o f raw raaterialt sw i i -
f inished goods* machine atc«9 as ue l l s& aeoQsa to knauladgai 
ak i l l i managerial ab i l i t y * International trade leads ts 
galvaniaing influenoa of eoffipetitiofi. Theea indiraat bene« 
f i t a are l i ko l y to ba muoH great in the leas advanoed eoun-
2 
t r i ea than in devalopMi eountrioa « 
9ut daapifea tha favDurabl© a f f e c t of trade on aeo-
noRiio devalopment, a l o t depends on th® atratetjy and ctw-
•poaitian af trada. I f the country i s depending t o t a l l y on 
1 Kyklos - 13, 1960, pp. 554-55. 
2 Haberler - International Trade and Eoonowic OevalofMient, 
fi« to* 
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foreign oaontrlDs, tha tsrwc of trade are not l i k e l y to 
roraalft fs^vourable^ Tho composition af importft too p lay« 
a v i t a l ro ls « I f our iaiporte consists mostly af canmmpt 
goodftj the Ifspsot on tesaft of trad® andSAstinnal lnnow« 
t^tild ha n©?>atlya» I f on th® othnr hand, the raaior Im-
ports art. tif caplta-t noodi^ t this yould magnify Import-
multlpllHr and th® Increass in ths natianal inooma ba 
gxsatesr, Hanca i t i s wcjry ascwit ial that wa must connanrs 
our f o r a l ^ axehang® rosnsrvas by not ap®ndlns I t on unnts-
Bary Qaods, 
19tS Haro th© xoIq o f import substitution becomo© lapor-
t:fit# Tho goads uhioh mso fortpally impertetJ Gh^uid ntjy ti© 
piraduaod dor.mtifciO£tlly and the fors ign taxchange thue cawed 
C'ln be Epant nn 3ars vital ' ty Inpartant gauds f o r th® fcontseiy, 
v i z , napitf^l goa^is. 
2Q«Q Xmpaft 8ybstitution playe a canttaX ra le In the pco* 
oea& c f inclustrialicatlon and has roceivod considarabl® a t -
tention in ttKadosff l i tarature* Import aubstitution dos« not 
m m a yay towards the goal of s e l f - su f f l o i e f i c y . In f a c t . 
I t in propagated In order to increaoB our international 
trad«« ThR baelo idee bishind iniport substitotion I s tho 
Uaaofi of fore ign oitchange in an «c»inowlcal uay. 
20»1 Given c rate of growth proc«eda, spooial o f f o r t s to 
pso»ot3 Bubstliution are uioued as a yay to increased ra t « 
of gxt^yth of an emnomy and docroased baliince of payii9nts 
proble»e* 
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20*2 Th» eeoftoiay and i t s fore ign exchange raaaxvos am in 
gvaat at ta in baeause o f davalopnantal a o t i v l U a a tsonUnainQ* 
datat iorai inQ the balance of paynanta poait ion f o r aevera i 
years* Thia ea l l a f o r incraaaing o f axporta and aconoBiiaing 
o f importa« 8ut f o r the acealatat ion of tha ta«po of indy»«» 
t r i a i dtnelopiiant heavy Imports are required# This tuo-
edged prob le » oan be aoXvad by ifsport aubatitution and e l i -
mination of non^^asentiai iniporta* 
20*3 Import aubQtitation i s a major f a c e t o f today^a 
aoonoeiy* Self«>»rQlianoe i a not the aame thing aa aelf*-
su f f i o i imoy* So l f - au f f i o l ency ia i^ipost^ibla uith progresa 
o f indaatr ia l iaa t ian uhan need f o r iiaports increase* Pat** 
tarn of iwporta ah i f t s to cap i ta l good® and aophiatieatad 
production result ing from into^rahange o f tecfwology* t ^ m 
developed cauntriea import raw « a t e r i a l » oonauner gaoda and 
produced gooda provided they are paid by a^^ort earninga* 
Hence ejqport expanaion i a o loaely ralated to import subati-* 
^ t i o n uhieh aastmea a uider aigni f ioanca and i a not rea«-
t r i e t ed to mere i d en t i f i c a t i on o f the requirenanta o f tha 
ex i s t ing induatriaa in texwa of ray mater ial , intanmaidiate 
gooda and cofUponc^ta and A£>eting such requirosKBnta through 
domeatic production* 
20*4 The idea of import aubatitutian i a inherent in the 
proceaa of induatr ia l devolopraent that haa been taking place 
in thia country* In recent yeara our econony haa moved 
c loaer to aeXf*rel iance* Oemarcation ahould be made In 
areaa uhare t o ta l inse r t aubatitution i a iamediately peaaible 
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«fid areas it^ere a s tar t ean ba tnada f o r oompXeta aubati"* 
tutiofit atsaa yhloh may be tipanad up uith raaotireaa a t 
our eoQiiRafiit and areaa uhete our preaant raaoureaa uofi*t 
pamiit* f o r e f f s o t i v o leipaett import aubetltution ahould 
bo directed touarde aubstitutiofi of Iteffls uhieh are inportad 
in larQO voXutnas at preaant. Tha main ob ject ive i s to pro-
mote conpleta u t i l i sa t i on of oapaoity expansion and d iver -
a i f i oa t inn and ostabliahmGnt of new l ines of manufaeturaa 
and technical roaouroea* 
20.S The main scope o f import substitution i i ea in chani-
oale^ iron and steoJL, and engineering industries because in 
those, despite dovslopaicnte, import of ray material, spare 
parts and component;; i s substantial* Liberal imports im-
pede iiRporta substitution and reiaaval of imports accelerates 
impart -substitution* The govemnant and public both have 
to play a v i t a l role in i i ^ o r t substitution programmes* 
2Q«6 I t ia vary essent ia l that the decision regarding 
the i tene to be import-substituted ahould be done a f t e r 
great v ig i lance and uith great care, f i r s t of a l l , i t 
ahould be seen that the good i s need based and that the 
oost of producing i t domestically should be less than the 
cost of importing i t . Indigeneous resources should be used 
in production. Research and technical development are v i t a l 
f o r Import aubatittition* 
2i3»7 Import substitution in India haa helped in saving 
fore ign exchange. This haa decreased the imports and more 
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«nd more domestie products are used in ths ptoduotlon pro--* 
es88« £nf»»uraging rosearohes have tsssn undertakaii in this 
oonneotiony l ike the Central Ressaroh tab* at Ziorst has 
etfolvsd a mu laethoda of esment ttaniffaoture uhieh would 
avoid use of sulphur and save Re* fi or « a year of fore ign 
exchange* 
20*i The foreign exchange o r i s i s prosipted Heauy £ l a o t r i -
cal Ltsi-fco l aun^ an intsnaive Import substitution pro-
graiwoe* I t decided to manufaoture aVece i v e r envelope'' 
f o r the Upper Poab Canal projeot i n Punjab* The oomponimt 
i f imported would coat Re* B lakhe* H£i Engineering found 
out that thej? ©an manufaoture i t l oea l l y by i «port ing stuin-
leee s t ee l plates iMrth He* 80 thousands* I t sieans saving 
of foreign exohange yorth He* 12 lakhs* HCL has eetabliehed 
an import substitution e e l l int i t s industry* 
20*9 The import content of oapaoitore decreased f r o * 
19^ to of syitehgeare deereased by 14^ and that o f 
transformer from 48^ to 46^, helping the country in saving 
Re* 2 or« of foreign exchange by ueing indigeneous subs* 
Ututss* 
2t*Q One of the problmns of import substitution i s the 
oonsuMers* resistanos to the use o f indigeneous ea ts r ia l in 
production* Secondly» great care i s to be taken n^i ls 
choosing the good, otherwiae the pressure of fore ign ex-
change oould be great* 
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2 1 E f f o r t ® am beinQ made to decrease and then e l i -
Riinat* ifoport of iuxuty goods e*Q« carst reffigenratorBi 
uata^iee ste* and the i t Impart mitiatitution I s etiootirafied 
and etipported* l^ils has bc^n uasteful because I t has put 
a great preeeurt on foroicjn exch^itge In buying the 0o»po-
nente at theee ^oetdst and Indian eeonomy beino s t i l l peort 
there was not a large market f o r thom» Thus scale pf out-
put ua» l o# as fore ign eKchange was restr ic ted to tSiese 
industries* tinis leadinr! to wasted invss^ent and i d l e 
cripacity. iis Prof* 3# Bhaguatl in his a r t i e l c *The 5ecia» 
l l s t i c pattaro of Sooiety and fore ign trade" r ight ly states -
^I f the QovBHWaent instead of having oapaoity to produoe 
10,000 refr lQarators per annum had bean importing them f o r 
InstanoG, i t could have just e l l t t i n a ^ the import of re^ 
friQerafcor in case of shortage of fore ign oxohange. Impor-
ting tim required amount of luxury items and deoreasing 
their imports uhen necessary i s c lsar ly a superior pol ioy*^. 
21 •2 So tlie main aim of iiaport substitution i s to save 
fore ign sxchange, tn decrease gradually dependefioe on f o -
reign countries f o r capi ta l goods and l as t l y to nsturalise 
the dwaestio industry* 
21«3 During the third plan periodf considerable progress 
has beon achieved In import substitution* CxcltidinQ pstre* 
letMRf there was great advcuioerasnt in the iinpert substitution 
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in lndyiftsi«8 Uke bloyolas, neying maohinvs* iiugar n i l l a 
s i « f ^ f t « r y and tsxtiXs Hiachin«ry* 
21*4 Inpeii^t imbatitution o f Hieyttlee and aauing tsacthlnaa 
incT&amiS to In «aeh i t yas ortiy 41 vt^ in 19S0«»S1« 
tt uaa dua to ifsport atibatitution only t^at i i iport of au§ar 
waoiiiinairy f a l l by 4*1^* Similarly tax t i l a maehinaity impafta 
f e l l f * o » 67.0^ in 1SS5-56 to 18.638 in 1064^5. I fon and 
ateal declinad from 25.5% in 19S5-56 to 21.2^ in 1964-65, 
ikXminim f a l l la fmm fZ^B^ and machina fcoola f a l l 
f toi i to 44.6^, 
21 »S Similar axpasianoos of eaveral cami'-'indiJatrlallaBd 
eoimtriae apscial ly in Latin Asiericsa hsti© raiaed doubta aa 
to tha t^ia aisea of the impaat of itRport aubatitution on 
balanoe of pay»ants« Hau naphaaie ia given to the fao t that 
da«aatio inanufaeturae of many typae of pravioualy in^artad 
finiahad goods oftan raquiras aubatantial importation o f rau 
natar ia l and intaxoiodiata producia* at laaat during the aarly 
etaga o f indi lctr ia l iaat ion ao that nat import aybatitution i a 
Oftan a ral^ititfaly amall pareantaga o f tha valiia af tha f i * 
niahad product* Bafora domaatie production o f pmvioualy 
imfiortad gooda atarta* larga invaatmant with high import 
eemponenta u i l l ba naeaaaery aa domaatie capi ta l gooda in* 
duatry u i l l not baooma a ign i f i eant aa a mla unti l tha mora 
advanced ataga of induatriaXiastion ara raaehad. Ae tha pre* 
eaaa of import aidzatittition advaneaa and valua of importa 
daoraaaa ralatlwa to tha lava l of national produotf thm 
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vuiri«:nibiUty o f tfm ddisvatic neonony to adverso sxtsznai 
faotovfi naad fvat dacraaaa aa tha samalnlfig ItRporta ava o f 
auch aivataglo rtaiut^ in the psooaaa of pimdtictlon that a 
faiXura to tmltitain that a t appropriata lavaXa would cause 
iau0«a dlaloeatlon in tha aQQfiotiy« 
21*7 tha f a c t that ai^i«*induatriaila8d eotinti^iaa have a 
high ifiiport isoisponimt daaa not hy i t a a l f axpXaln tha aavairity 
of halanoa of payaanta d i f f l o u l t i a a In thaae counttiaa. So 
long as tha tata of Invaatinent fc#iather high or lou and tha 
eapi ta l output rat io ia oort8tant» tha d lraot impact of t^ia 
yaar^a inir@si»»ant on dMsand fa r itaport ahould ha mora l^an 
o f f a a t by l a s t yeara initaatmant in iisport aul^atittttins aae-
tor in the face o f a givofi year of the i r axpart, aa tha 
rata of growth o f iapor t dapanda not only on the growth of 
varioue aaetora of tha eoonamy but alao on tha ohajiga in 
thair rata of gtouth* 
21.8 Aftar gointi thcouoh ttm thraa plana^ i t l a aaan 
that tha pattern of Indiana foralgn trada haa undargona 
a gradual awtamovphosie ainoa 1947. Tha Immadlata inpaot 
of tha part i t ion waa the oraation o f oonaldarabla ii^alancw 
in Indian aoonony dua to ataap Inoraaao in iMporta of food-
graina^ raw juta and raw ootton nanaaaitatad by tha tranafara 
of tha principal pntduoing araaa to Pakiatan* 
21*9 In 1947'->48 major importa iMra of thaaa ooiMsoditiaa* 
In l9St«52 uhan India adopted tha pol ioy of plannad aoofioinio 
davalapmant importa of thaae three itaiia yaxe a t i l l l a rge . 
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Sinoc th«fi9 the daelinlriQ t m c t uas oven* 
30*0 Tram 19S6 etfiuatday davelopmeiit In the 9pHmf o f 
tratite ifae mm istgeHy ths saiiult of naUtm^s i i f f o r t s 
accoXorata the pace of tlia etjofioiiio dav»lop»8nt« Tha mm^  
Qond f i v e yaar plan (19S6«»it) pXaead affipftaaia an the dava«» 
Xopiant o f haavy and baaie iitttoattiaa i<>hltsh gave an im^ 
to the import of capital goods^ ntaohineyy tvaneport aejyip-
nant metals and i t s manufacturaa* a variety of chainioala 
« i d industrial rau matarial. Both the valwa and the mlmm 
of iitporta changed ttmmnAmmlf from 456.0 cr« in 1947«4i| 
the value inoraaaed to Ra* 650»0 or* in 1950<-51, Zn 1960«*61 
i t inoreaaed f u r ^ e r to 10t0«0 and by 1964H5S i t uaa Ra* 
1394*1 er* 
The eontent of Indiana iffiports had a i m undarQofie 
ohange* th is ah i f t oould be attributed to their inoreaaed 
indigenaoua production ao that tha imports of certain i t e « a 
f e l l bacauae i t mn produced domaetioally and sam© of i t roae 
beoauae of indigoieoua requirementa* 
30,1 Sitti larly direction of trada too uant through a 
change* Countriaa l i k e ysat Garmanyi 3apan nd USSR 
have baoome iinportant avturoea of importa, Xraport froii 
theae eotmtriea haa alsioat doubled uhile fren U«K« i t haa 
redueed by aluKiat 40^ in the aane period, Beeidea* India 
a f ta r having aavaral trade agreimante la nou having trade 
yi th alsioat the entire uorlil. 
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30»2 Th« process of aofinciiiilo gtouth has not y e t godrtod 
thtt f oqu is i t s mammUm oo ae to tia abis to ovarcDoio thm pvob* 
iMiti {iri>68fit«d by sxcoasiue paiiuiatian Qfoiithf low imnfiyap* 
tion levBlsi Inadoi^ate oapitaJl fotnation and Inauff iQiaf i t 
Inooms generation i n tha eeonooy, Tha procaas haa, houavar, 
haXpad to olaar oartain obataclaa oroatod by shortages o f 
tsjrisunor and non*<*consufRar gooda and a l i ^ o u ^ food ahortagas 
tanda to continue^ produotlon navarthelaas Has bean taain** 
tainad above tha 195S^t iaifoX during ent i re planning par* 
isid* 
30*3 Tha aaeond achiaweraent tmiarda iliiah tha process of 
gsouth advanced yaa the oraation of gradual oonaoiouanaaa 
asiong ooraaoiunitiea to pot fort l i a f f o r t o f o r titair oisn ! « - » 
provamant* Thia ia a d iat inet aapeato f aoonomio Qrouth* 
But tha graatast hinder i e preamitad by the l i is itat lona iffl-
poaed by damooratio planning* Thia ia mainly oi^aniaatiofial 
and haa no para l l e l in tha nodam eoonomio history of ad** 
vanoed ooimtriea* India i s today trying to provide auoeaur 
iia i t s iaiportara by telaaooping tha programma of davalopment 
iJhii^ took several deoades f o r the advanced eountriaa* 
30.4 This f a c t in i t s e l f i s au f f i o i an t to ensure o p t i -
mien f o r tha aeoelarated aoonomy aa soon aa the prooaea 
takea o f f from i t s i n i t i a l gestation period. 
30.5 At thia ataga, i t aan be aaid without hesitation 
that international trade helpa the econonie develUipnant of 
tha eountxy* But unleas and until^ tha proble* ia handled 
2 1 8 
vary e a ra fu l l y , tha favourable o f f o r t s can aas l ly t itm to 
adtreroe and int^metit3nal trade instead o f aooalerai ing tha 
pace o f GHBonctmla gxnutti* may in tha long t@xit laad to eoiR-
f2iat« dependttfitsy and atagrtat^ion* 
ft v i t a l f a c t o r that ha« to be rotftfiRtiarud v^ i i a da-* 
f i n ing the trade po l icy i s that i t l e the impact o f cap i t a l 
imports which la holp ful and not the coneiimor goads itaport®. 
But th is depondonco on cap i ta l i n ^ r t s too ha® i t s d i f f i tn i l - * 
t las# Today in many davnloping countriae, cap i ta l iwporte 
are a a i en i f i oan t addit ion to rooourcea on tha awragOt 
net in f l o i i o f fore ign reaourcva aaounting to atKiut B% of tha 
Qmaa national pirod«otlon in devalapine cetmtrioa and ac-* 
cmimtd f o r o f gross I n v e e ^ e n t * H*B* C^anary and 
Adslman hays very appropriately aaidi " the inflmii o f sx tama l 
reaaurcaa la v i r tua l l y a a epa ra^ f a e t o r o f prockiction uhosa 
prodyct i v i ty and a l looat io f i provldaa one o f central ptob*» 
laaa f o r a modem thaory of development* No doubt external 
maouroea help to aooelerate development by overoeminQ obe-
tae lee to eoononic growth euoh aa i n e u f f i o l M i t domeetic eupply 
and fore ign currency raoeipta* But a f t e r a prolonged in f l ow 
of c ap i t a l , the normal ftmotionlng ef an economy becomes de«* 
pend<Mit on i t s continuation* If thia happana» a auddan stop-
page would oauae a drast ic f a l l in national production and 
unemployment^*** Thus a f t e r cap i ta l imports and f o re ign aid 
have accelerated econamic growth there remeine the problem 
4 laqiset o f Capital Inports on the Stsueture o f Ooveloplng 
Cewiomies by Or* fanny Ginor KykloSf Vol* XXXI - 1969* 
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of adjustoent to camdltiofis a f dialnishing eapitaX iMportft 
and thfilif (juartttial sQaaation* 
30*7 But da«pita thia as alroady statiid in 
WATlim pasranraptiSf i t i s the oapital istptsrts uhic^ havv a 
«o»B fawautablra impact on the fsoonmnic dnmlnpmnt of a 
ci}untiry« 
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J a'J .1 7 
jRpfos m i m u ^ s iPtfopTs ouRinc THE mmiM PUM 
{ M^Tm. m7Mi,jmrpp) 
1«t} f o rs lgn ttada of a cotnitfy Qwierally ref lnctB i t « 
economic healfch# There i© a tuo way ralafclonotiip betw«f3ti 
tfada and economio gsouth* 3uat bb tirade a f f eo ta tho ecas** 
noislc gsmyfhy similar ly efsontunic a f f a c t s tba trada. 
As Charlaa P* ICindXabetfiar has r l ^ t i y mtxttrnd, *'at moat 
staQoa of davolopwont eoma farces uiXl be operating to 
•j^sftd trada, o t ters to restrlofe i t # Jn the early ©tage© 
of gtouth trade t®«de to axpand* But as th® 
proc«s^3 eontinaasi thsra i s a u-ariet/ o f canf l io t ing tan-
danisist:, y ith the baXaftiai »hiftln$:! from axpansion to r e l a -
t i » 0 contraetion^,* 
1*1 On tha othar haitd, i t la mean that trada alao a f -
facta aaononis grouth, Sut uhat ia the axact natura of 
tho ifflpaoti dspanda upon uhai^ar trada i» a loading, a 
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balanoing or a lagging aoctor of the Bconoiiy . Uh^r* 
trado i s a laading aaotori the atlnulua to aoononic dave* 
lofmant eomas froa abroad* Elxporta r iae and eontributo 
an incentive to tha aatabliahmant and axpanaion of other 
ao t iu i t i aa . In the lagging nodal, tha atimulua to dave* 
lopffiant i e Internal and trade may alou growth. Final ly 
in tha caae yhara trada ia a balanoing aaotorf adjusti&oni 
of trade keapa paoa with doAaatio tvanafomation^* 
1 £ f facta of growth m Trade i C»P, Kindleberger - fore ign 
Trade & tlie national Ineome* pp« 178-179 
2 Itiiii* The IfRpaot of growth on Trade, pp* 19S 
ftkli:! 
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1«2 H«fie«t focmuiatln^ tho foreign trade po l icy , 
thm abavm mentioned fats tors mttt bs kopt in raind so that 
th« naxinun advantaQe from trad© i& avai led, Tho pol icy 
shauld geatrad to tha g»autti pQlioy of tho country* 
Taking ttto o a ^ of India into oonoid8ration» i t i s aeorif 
Xndia had been ai3i& to &uild a largo oterUng itaiartco du* 
ring the uar* Tliia led ttia pol.ioy«aal<ar8 to bai leve tiiat 
tia oouid go on acoording to the progratntna geatad to tha 
noeda of tha country rai^t^r than raXatad to i t a reaourcos* 
ConanquantXyt during tho f i r s t t».KJ plana* no eerioua o f -
f o r t was mad© f o r IftiildinQ up a strong njiport aaotor* Uhan 
tOiiO etorXing baXanose latro spant« tha country had to rasort 
to horrouing from othar fsountrioa, ao much ao that m have 
bacofne habituated to Xiua on aid* Up to nou tha country haa 
bean ifsporting irroapaotiva of i t s raeouraas to pay b a ^ * 
In the l i gh t of this dil^jation, i t ia vary eaaential that 
a nore aenaible policy which w i l l equate raaouroae to i a * 
port requiranemt i ^ u l d be adopted, though thia would not 
be an easy teak. 
1«3 During the third plan, unfortunately, tha agr icul-
tural eeetor was again neglected with the result that the 
mconomy was put into a precarious situation, depwiding en* 
t i ra ly on natural eUaata* India being basical ly an ag r i -
cultural country, highest pr ior i ty should ba given to this 
sector* Any negligenea leads to sudden increase in the 
imports consisting mainly of foodgrains and agrioulturel 
raw material, whenever noneoons f a i l * 
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1#4 Tli« fttresB and otrains liiieh had dov^lopact in tha 
oconomy duirino ^ ^ l a s t thms yaars of the third plan got 
accentuatsd during 1966-67, which would hatfa tHien th« f i r a t 
year of fchs fourth plen^ har^  the? sltaiation boon notraal, 
Sut unfortunately, these yaara wera vary d i f f i c u l t on®s, 
in uhieh not only due to unpr«s3»dent«d f a i lu r e of iacin»0Dns 
over largs part of the country l«adlng to droughts and 
ssrlQU© shortages o f food and oyier agricultural praducta, 
^Mj© retardino t^ i© grauth o f agwi-baead JLndustriafi» but 
in the la0t year m had Incb-Pak war uhio^i had adverse 
rspsrcuai^ion an our ecomiiny* Hot fl«ly tha dafonoB expen-
dlture incTGoSBd tramandously but» the axiatXng induatrial 
capacity uaa l a f t unutiliasd and tha export aaotor atagna-
tad. Tula lad ta heavy strain on faraign axohanga reaarvas 
and praaaura on damaatie pricae* which was woraaned furthar 
liy tha axpanaianary a f f a o t of tha tsudgattary operation* 
To atabiliaa price lava l « greater in^orta apaoiHlly of 
foodgraina took place, loading ta furirfier oroaion of f o -
reign e«ohang«» So that not only the internal situation 
iraa imder etrsaa but evan the external situation wae 
strained* Zn view of these eonditiona, lonQ-tersi planning 
uaa not peasiblsi henee the country had to resort to an 
annual plan* But ainoe tha situation did not liiqsx^tfe bkioH 
in that plan, two oonaeeutive annual plana followed* So 
instead of having fourth f i v e year plan, there vare three 
annual plana during 1966-67 to 1968*69* The annuel plane 
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uaro feBOttod to because I t had bocorae d i f f i c u l t to pro-
d ie t tho future t r e n d h e n c a in order to gain tiroa f o t 
thii things to stabillsBy annual plans uerc adoptod* 
In orciat to ge t a olearar uieu of the trade s i tua-
tion during this so ca l led "Plan holiday*' i t urauld be 
appropriate feo study the overa l l position of tJro eountry'® 
trade* 
(Peroentaga share and 
wolura® in Rs, Cr» ) 
Period India'© trad© Annual % chonga Balance of Trade 
Annual 
Plan 
Exporte Imports Expartn Iniportc Rs.Cr. % change 
1966-67 967.4 17D4.4 • 20.D • 21.0 - 736.6 • 22.8 
1967-68 1198.6 20Q7.6 * 23.8 • 16.S - 787.6 6.8 
1968-69 1357.8 1908.6 + 13.2 - 4.9 - 550.7 - 30.0 
^uroB I Computed t Data from B«B,X,*a Bullet in on 
Currency and Finaneo ( 1972-74 ifisuas)• 
2»0 Table t ehoue that in the ent ire plan period, 
India 0ontin*ied to suf fer trade d e f i c i t s l ike the third 
plan dcaspite the f a c t that thoro uas a continuoue r i se in 
export earnings. The f l r e t annual plan shows tho greatest 
d e f i c i t . The poor turnout of agriculture fo r the second 
year in succeosion, together with Increased debtf because 
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of paytaant on ths one hand and ciDalior InfXau of faraign aid 
on tho other hand, had uoroened an alrsady d l f f l o u l t axtamdl 
payment situation* The drought oxtendcid to targs part of 
the countify loading to crop fa i lura in Bihar, U.P,, 
Rajasthan and Gujarat# AQjfioultural output was low by 14^, 
Thi® iou gjeouth rat© led not only to shortage of food 
supply but; also to tho rou fiiatsrial of the a«nro-bas©d indu«-
tr ioB, 00sid©Bf in ©orao Industrios raceasionary t©nd«Rcis» 
leading to f a l l In th© demand f o r capital goods 
and slackening of inwoBtment speoial ly in th© public sector, 
ii«ilch in i t s turn Isd to r i se in pr ices , 
2«t Ort the axtarnal eide^ thoro uas an acaite paytaont 
d l f f l c u l t i ® s culminating in tfio dewaluation o f Rupoo by 
on 3un0 1, 1066« I t ua© nuidont that exporto uors 
encmtntsring d i f f i c u l t y and imports could nat be curbsd uith-
out serioUB dutriment to the sconoiny, tn f a c t , the neotf f o r 
iiJ^orts had inorsaood in order to f a c i l i t a t e f u l l u t i l i f ta * 
tion of the insta l led Industrial capacity. Thasa ware 
major reasons f o r i^e dsvaluation of Rupaa, 
2,2 The aggregate impart b i l l rose by 21*0;^ mainly ba« 
cauae of goverfun^nt aocount, though due to s t r i c t import 
pol ioyt import on private accxiunt had decreaaed sizaably. 
Pract ical ly a l l the items on this account, mora s ign i f i cant 
ones being rau cotton, mineral and vegetable o i l , iron and 
staol, e i ac t r i ca l yaaus, siss^.insry and cHemicals regis tared 
225 
a f a l l * On the Qovsxminont account the importe uafts higli 
onouQh to o f f » e t tho ent i re f a l l o f importB on tho prltfat© 
oiQcounty m that f i n a l l y tti© Import b i l l araountad to Re. 
1704,4 oi:# Thl© uas aalnly beocuse of th® import© o f food-
Qjpain© yhioh had to bo stepped up f o r augniDntinQ doraeotle 
eupply. 
2«$ On tho export sootor, tho plotoro was briohtorjt ro-
eopding a 20*05C r i eo , duo to axport proiaotion ©ohoraas. But 
bscauso of groator r i se tn it8porto» tho balnnco of trad© 
ohouod a d e f i c i t of B®* 736»6 cr « that i s , tho situation 
had yor&oned by 22«0^« 
2,4 Tho foroi f jn oxctengo situation yao rnlloucd to sojao 
extont in l967-68g ao a result of debt r e l i e f , largor u t i -
l i sa t ion of fotairjn aid, drayinqo on and better per-
formanoo of oxports* Tho injporte inoreasod by though 
the foodgrains iiaports mducod due to inoroase In datnostio 
output by 29.0^, tho mmmtpmo® of good r a i n f a l l * . On the 
domtiBtlc f ront , tho sooon l half of tlii® plan uam favourable, 
National inoome inoroaeod by ttio pr ice lovol f f^ l l by 
Wiouoh thorc uaa lesaor inoraase in tho induetrial 
sQCtorf that i s of 1.4/a only, T' o t o ta l Increase in tho 
imports uafi sharod by both private and Qovorrwnont aocount, 
Zn tho farmer aocrount* imports of a l l it^ran, axcopt raw jute 
had inoreasad epooially tho©H of raw cotton, chemicals aid 
V0QQtable o i l s . On govorniaent account, though ttie food in-* 
porta f e l l by $ 77 isn,, i t was oTfaet by an innreasB of $ 79 
nn, of other item© v i z , , capital aquipraent, f e r t i l i s e r s and 
raw materials, 8ut this e f f e c t wae n u l l i f i e d to some extant 
251 
by a bstter pettfoitnsmoe of export seoto]? uhiah ehoued a 
ritta of i^aduclng the trada defloiti^ uhloh nou uot-
08118(5 fay 6.8^ only# 
In tha third anntial plan (1968-69) the cltUatioo 
improved oonsiderfibXyf being oharactorisod by maintonanoo 
of a hlQh levo l of output of foodgraino and a consiJerable 
recsovary In inrfusttisil outr^utj bringing about prica e tab i -
l i t y * Cofisequontly, th© oconomio and f i s c a l policy oouW 
ftou be geared to tlio provision of ctimulua to industrial 
raoovory and accslaratiort of th© otKiiiotnio grouth. 
2,6 On tha oxtomiai f ront , bhe situation improved f o l -
loyino bottor domestic cupply. forsiort ©xohanQ® resorves 
inoroasttd by RE, SB^I boinr; ' h© rreult of f a l l in food-
Qraino In^ort and better perforjnonoo of trfio sxport sootor* 
Bottor agricultural output onablo-; tho ava i lab i l i t y of Im-
portant agricultural based exports. Thus the rDJootion in 
the import b i l l viae of uhile export saminga roso by 
Conoaquently, trade do f i o i t reduced by 
Tho reduction of 4,9% in tho import b i l l would hava 
boofi greater, had tho reduction in the imports of industrial 
goode bean du® to baitor output as iiae the case with ag r i -
cultural goods. But Import b i l l recorded a f a l l In importe 
of machineryy transport equipment, iron and s too l , non-
ferroue metale and chomicals becauoe of the impact of the 
increaeo in the rupee coat of ttioss Qoode following the 
rupee devaluation* Similarly the r ise in export earninge 
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yaB due ta devaluation of Indian rupee* 
2»9 Tha oueral l osseseiaant of the ent i re annual plan 
pejclod ©haws that the :evaluation of rupoo had helped to 
a Qroat extent in improving the export eeetor-p but the ita-
patst on balance ©f trade yaa not as effocjt lwo oe anticipa-* 
fceti f i r s t l y bwoaueo iniports v i t a l f o r tlio otouth could not 
be reduced^ and eecsondly the esoete of these iraporte rogie-* 
tored a r ise as a reeult of devaluation^ 
2«9 At this etagey i t i e appropriate to study the ohan«» 
gso in to ta l imports tsoth psrcontago and «jpre-*ui90* 
Period Change in the valuo of PnroentaQo change 
Imparte (Ks*Cr. ) 
1l?66-67 • 21.0 
1967-S8 • 3J13*2 • 16.5 
1968-69 - 9'J.O 4.9 
Souroe S i . Calculated. 
2. f?.B.I.*G Bullatin on Curranoy and Finance 
(1973-74 i ssue ) . 
3.0 Thci table tio» 2 ahouj! that the govemroont did make 
e f f o r t© to reduce the imparte of unneceseary iteiBB v i z . 
canmuier ooode in order to reduce the burden of the already 
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ower-bjrdened Foralgn axoiiange rssarves* These o f f o r i s 
wetQ offooblwa not baforo 1968-69, uhan tha iiaport b i l l 
reglsterotJ a f a l l , fctiough nowinal that i o by that is 
by Hs, SS.O or» 3e«id8a, this f a l l more duo to f a l l in 
pifioo© af tha Imported Qoods rather than the gowemmsnt 
e f f o r t s * Onto rcfiaoRiiny feature yas that imports of oooda 
not v i t a l f o r ecortoffiic groul^ were reiucad fto doubt* 
3.1 In tfiB f i r s t annual plan (1966-67) tho given table 
nloarly indioatac a swbEtantial increaso in the to ta l ita- . 
port© t^ich wore nou araouatinq to Rs. 1704 0r# that ia an 
incrsaso af 295.S or* or 21 #0;^ , This sudd^ upsurgo 
was the rof loct ion of the ctrossoe and strains the economy 
MAS fncing AJO to ahortago af domesHo supply utiich had 
been advarsely a f footed by drought conditions f o r tun suc-
ooesive yearc, bonce th® nonsoqumt fa i lurn of crops, "gri*^ 
cultural production roducwd by 14?^  uhich not only l e i to 
Sfiaroity of foodgraine but al©o sharply docrsaeed the ava i l -
ab i l i t y of ray material fo r agricultural bfi8»d indu«tr i0« . 
This toQSther yitli inadoc^aoy of Imported rau material ham-* 
pered the grouth of industrial sector too« Consequently, 
ttis government uae compelled to l i be ra l i s e import pol icy , 
80 that iRports af both foodoralne and the ray ma to r i a l , 
oomponento and spare® incroased leading to 21«Of5 increase 
in the iraports taken together, 
3*2 3ut in ths seeond annual plan, uhen the supply posi-
tiofi aasened, the import policy was irmnediately revisusd, 
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making i t more rsstritstsd eo t^at now in l^e i n -
crease in iraporte was only of that I s o f Rs. 303.2 
arm This f iguwt was la rger becattse o f th«i inoreaa© in W10 
rupee cost® fo l loy inQ d«va lu« t ion of Indian rupoe» There 
uaa a steady improvetrtont in the supply p08ltiart» pr i ce 
aituatioft and exportst b« ing the consequGnt of good uea-
ther* The agr icul tura l output Inoroaeod conoldorably l aa -
ding to an inare.iss o f in tha nat ional inoo®o» thu® 
onafaling the ^ovamroBnt to adopt res t r i o ted Itaport pol icy^ 
slashing daj,n the Imports, spec ia l ly tho»o o f foodciraina 
Qjid agr ioul tural rau rnaterial* 
3#3 Tho year t96B-69, rnf l f jo ted s t i l l hot ter prospeotc. 
The agr icu l tura l output crmtinuod to inorsaeB loading to a 
cansiderahle recovery in tho industr ia l sector too» So 
that tho psrformanca of both those two soctors improtfod 
considsrably with the resul t that the t o t a l iraporte dec-
l in »d fur ther , so much that tha f i gure rocorded r e g i s -
tered a f a l l of 4*9^ or of Ba, 99,0 or* in t^o impiirt b i l l . 
In the Ught of improved agr icul tural s i tuat ion the import 
pol icy became more r e e t r i c t l v a »a that the i « po r t e of food-
graine u e n alaehed conaiderably. This r e e t r i c t i v e import 
pol icy uaa r e f l e c t ed in the cut in intporta o f druge, chesti-
calst fflifichino too ls t tranaport equipment etc* The import 
pol icy uaa production-oriented and need-based ao that only 
ifl^Mirte of rau material required in the export aector uere 
l i be ra l i aed « This curtailment of imports had a very pos i t i ve 
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o f f a c t on the balance of t»«d© eltuationy reduelng tho d o f i -
c i t by 30.0^ uhlch i s a rawarkable f oa t » 
3,4 Aftar going through tho feradti nituatiooj m tjoulij 
Hqu l ike tu study th@ import coe f f i c i en t ta c|Qt an idea of 
tho aiaount of national incorae ©pant on imports. 
JABLC ttfp. 3 
( a t 1960-61 pri-oes ) 
Vear Kation^l Incomo 
(Hs.Cr.) 
Import Value loinort Coe f f i c i ent 
Q 1 2 3 « 2/1 
1066-67 1S40S 1704.4 0.10 
1367-68 16B02 2007,6 0.11 
1963-69 17357 1900.6 0.10 
^Qurcp J Computed i )ata fiwm Report on Cur-
rency and F .^nancB (1972-73 issues) . 
3«S In f i r s t annual plan (1966-67) national incorae 
inor«asod to Be. 15409 cr» uhich uaa by only uhoroae 
tha importa Increaaod to 1704,4, i . e . by 21,Q^ and the 
import coe f f i c i en t uaa 0.10, only lO^ sS of the national 
incomo una ©pent on importa. Tha alou growth of national 
income wa® dua to the lou agricultural output and industrial 
production followed by fa i lu re of r a i n f a l l , Th© inf lat ionary 
preasurac and the recaacimary tendenciea too had emerged 
2ru 
in the ecanoffly sXouiiig ttiQ pace of Boonotnla grouth, 
3.6 Tho year 1967-68, uas alighfcly bettar as thw rm-
tinnal income incrsaaad by from HB, 15409 or» to Rs. 
16B02 utiile imports Incriaassd by a losssr poi'centaqe, 
that i s by 16*5/^  front 1704,4 c r . to Ha, 2007,6 cr « 
fioncB the impart coo f f i c l sn t increaBed to 0«11« The Im-
port oooffloiemfc inortsaseci togothwr with tbit inorcase in 
tho natianal incsnc booausR impart© worn s t i l l an important 
mBBUtm of Rmotino th« dames t i c shartageB uhich had bean 
created due to bad waa^41or durino tho previous tuo years^ 
But fortunatcjly during tS6?-68, the timely monsoone, iw-
protfctJ ttte agricultural output havinr? a fawiurablc e f f o o t 
on industrial qrauth too# 
3*7 Tha third annual plan, 1968-69, yas abla to main-
tain th3 high lovel of bTth agricultural and industrial 
production, thue th*? nnfrional inqnPa UHS ablo incroae© 
by to Rn, 17357 nr. On the othor hand, the im-
port b i l l f a l l by that i s to Re* 1908.6 or . These 
f ac t i r s h«lpod to brin^ down the import coof f ia iant to 
0.10. 
3.B The study of import ooo f f i c i ent i s important because 
i t givGs an ifJca af t!i0 omoun'-, of incows spsnt on importa. 
I t i » boliamd that a f t e r an i n i t i a l expanaion, forsign 
tfaJe Jccl in«s relatluc t ) tota l economic ac t i v i t y . This 
was fartnulatod into a lau by Gorfnan historian Usmor Sotn-
bart . Further etuJy gives a cBneral support to i t . Though 
2 : r 
Kuacnat baXlsvefi that I s no prQvalonoe of trends in 
one diroct lon^*, Qut i t i© se n that iB^orte ra t i o to na-
t ional income risaB in the early ctages of grcuth. Econotnlc 
growth inor©a«jas tho requiiasinQnts of tho country hence capi-
ta l oqtiipraant and ray raatsrial itnports bSDane Inav i table , 
Incom© risjBs ana cansociption through unmanstratian e f f e c t 
incroaficjs, ThroUQh capi ta l borroying ifiiport capacity increa-
©0s, but la ter on, tho rolatiirs jshare of incomot or import 
c o e f f l c i o n t roduces dua to import substitution and country's 
roifuiroment boinq suiMliod dojnas t i c a l ly * 
^A8tE riD., 4 
i 
.Ippor^t jnmt io i igr during the AnnMal P.lan 
Year Change in National 
Incoma (R©#Cr,) 
Change in Imiiort 
(R8,ur, ) 
Import 
Plult ip l ier 
1 2 3 4 « 2/3 
1966-67 4- 388 • 295,9 1.31 
1967-68 • 1393 •¥ 303.2 4.50 
1968-69 • 555 - 99.2 5.60 
^ouree I Conputed t Data frow Report on Currency 
and finance (1974-75 i ssues ) . 
Table 4 shoue tho exact impact of imports on the 
Qrouth of national income. I t i s oaen that in 1966-67, uhile 
4 CoonoBiio Grouth. pp. 100, 
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the nafcianal income incroased try Rs. 388 cr * , import i n -
creaeod by Rr, 29S#9 or» Ttie import au l t i p l l e r f o i l to 
I^SI . Thip f a l l uaB mainly becrauBR tho total imports con-
sisted mainly of foadgrains* du© to GhortaQ© of doroeetio 
supply as already stated in tho aar l i e r paraoraphs* Tltt 
in&ma from th© agricultural sector alons f a l l by 
Ttoa th© imports f a i l ed to hayti a faviourabln i np^ct on 
Gcononiic QTOUtlT« 
The second plan in 1967-68 yas rt?latlw«iy bettor 
a© the imparts incroaaad by Ro» 303.2 cr » only uhereas 
national iitcome racn by Hii» 1393 cr« i*B« by The 
roason being that the inGroasii in t'ls itiport b i l l Mas mainly 
due to capital QQuds ubXch anhanccK ocononrio grouth* Thus 
WE BSE; tha raUltiplior r ising ta 4*S# At constant prioesi 
Um incD e from agriculture, fareetry , fishinQ ctc» recorded 
a Kiarginal docline. But that of tranaport and communication 
and capital goods shouod an increaBo of 2,6^* 
4#2 Th® year 196S-69 was also relatiuBly bettor as i t 
uaa able to maintain ths inorfioaing national income, though 
the rl88 was Isssnr m conj^ared to tho oar l ior yoar. I t 
torn by only Rs. SSS or* , i » e , by yhoreas tho importe 
doclinad by Rs* 99.2 cr« i»o<» by Tho inoreatte in th(>» 
national incoroo waa contributad by both industrial and ag r i -
cultural sector* fo l loy ing the increase in agricultural 
output, the Import of foodgrains and agricultural raw ma-
te r ia l uac further te^ueed* Thua the to ta l impact of 
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imports uao fawaurable which ia 0vld«»ife frora the r ise o f 
import multipliair to 5,6» 
4,3 The study of thm exact composition of import at 
thiti Btaga uQulcl help in undorBtanding the impaot of iW'-
porte on national inCDWo in a bettor uay» I t can be soon 
that th© totai imports ara not a l l that important an the 
GQOiaodity composition* The incre; so or dooroase in the 
Import b i l l alone does not influonca the natianal inooroO| 
hot the basket of that arfj being imported have? a 
Qtoatar o f fnet* 
TABLE: NN, 5 
ffpmgip.Jity, Cpfapo^altlp.ff, of, twp|>rt.8 
ttmn 196G-6? 1967-^8 1960-eS 
ConouRior goads 35,7 30,2 24,0 
2, HaM f^aterial 29 ,8 37.6 36,8 
3, Capital goode 34.5 32.2 39.2 
So^reo J Computed Oatai D,G.C.I. & 5. Bul let in, 
5.0 One glance at tabla 5 helpe ue to underetsnd tho 
change in the oownodlty etruoturo of Indians import trade 
during the threa annual plana. In the very f i r s t year that 
i e in 1966-67, there uas r^arkable ohangs in the ent ire 
ooropoBition of in^jorts. In this year, tho share of consu-
ner goods rose s igni f icant ly to 35,7^ fron of the last 
yoar of tiiQ third plan. This uas due to ttt® sharp s«tbaGk 
in the agricultural aector fol lauinQ bad waathor* Th» i n -
dex ntanber o f agricultural production f a l l to 131»7. This 
lod to acute shortage of faadgrains both of uheat and r i ce , 
i4iich forrai an iciportsmt cfsiaponant of oonsumor goods. The 
sharo of rau laaturials f e l l to 2 9 a n d that of capi ta l 
Qoods to Consequently, the impact on national i n -
0f3Ki0 yac adwors© becaus® the leports of consmaor goods do 
not direofely help the economy to grou» 
8*1 In the scrond annual plan, th« t IF in 1967^68, food 
acarcity which had a f f l i c t o d tho noonomy during th^ laa t 
two yoars, eased to a lartje nxtont* Ths output of ric® 
alono rocorda • an increaas? o f 2A% boaauae of Qensrally f a -
vourable c l lwatto comJltions an] the various schoroos undar-
taken to increaao th© y i e ld . Output af uhant rase by A5%m 
This enabled to roduoo i^e share of conoumor goad© to 30.2^. 
The share of capital goods uaa further rcduced to 32,2jS but 
tlis share of the raw material roua to 3 7 , T ! ^ i s aa® 
mainly bocausa of tha incTGase in tha import of rau material 
f o r th© capital tjood Indus try • This change in tho mtapoti-
tion l©d to a favourable o f f s e t on tn® national income by 
raising the import mult ip l ier* 
8*2 Tho las t annual plan in 1968-69| faced a further 
change in the coropoaition, uhen the ehara of ooneuroer 
goode reduced sharply to 24*0% and of ra4J material margi-
nal ly to 36*8% wAtile that of capital goods increeeing to 
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This ehange yoa posftlbXa bccauae of the r ise in the 
agricultuyal output upooially that of uhaat uhich rose by 
128^ and rloo which inoreaeed by 
S#3 Anothar reastin for the change in th© composition in 
both tho years, 1967-68 and 1968-60, was the import polioy 
which ua© pro ltiofcinin--ariBntod and n08d*«ba8od so as to imprtjwe 
tho cffluntry's industrial output* Thorafaro, the Irnport of 
capital goads waa l lbera l issd whilrj that of non-productiw© 
items Guoh as nansumsi: goodB was r^atrioted* This, in i t s 
turn, !»ad a favourable e f f e c t on the isiport mult ipl lor l ea -
ding to further inorcaee in the nntlonaJL income, 
S«4 ft study of both qtiantwrn Indict;© end unit valuo of 
import© at ttiis stage would laako thn reasons fo r tho ris© 
in Isiport b i l l clearer* 
J ABLE m . & 
Mm l^wftey. 9I 
( aa&Q t 19SB-59 » 100 ) 
Period Food, Drinks 
& Tobacco 
Raw 
Material 
Manufac-
turer' 
good« 
Total 
* « a r Qty. PricB Qty* Prica Qty. Prica qty. P r l c « 
1966-67 231 140 138 IBB 82 163 167 142 
1967-68 207 157 145 165 79 172 153 82 
1960-69 147 158 135 175 74 182 197 68 
Siturefi S Computsd i Data from B*B«I«*0 Report on Cur-
mncy and Financ® (1972-75 ieeuoe}* 
6,0 The abovfj tnble throws l i ght on the 0x00fc reason® 
tresponsiblo f o r ttw r ise in ttis import biXl during th« 
annual plsm period. In l966->e7» tho tota l quantity indax 
had risen fro© 148 to 167, uhile the unit value roo© from 
117 to 142, e igni fy ing that i t une the r iss in the world 
priOBE and the siipeo cost of i f '^ort a f t e r devaluation that 
l©d to t'le hiko in the import b i l l , ae ih© quantWffl had i n -
oreasfiKl iBarginally only# Itoj8«»yiac?g dsspits f ac t that 
unit val-o had retfiainsd constant at 140, tha quantity index 
incrsased from 203 in 1S65«6fi to 131 in 1966-^7 of food, 
drinks and tobacc^j. Sinriiarly, tiio quantity index of raw 
watarial ms® to 138 frtsa 124 of the previous year, but the 
r ise in i t s unit value W'J© much nre^itar at 180 froro 122 as 
cotnparod to in tha pravioya year* Tha siiauation in the 
baaket of wanufaotured Qondc was ent i re ly d i f f e rent * Here 
the quantity index In fac t f o i l from 82 of 1965-66 to 112 
in 1966-67, uhile th® unit value rose considerably from 
103 to 163, 
6,1 Tho ©acond annual plan (1967-68) rBgiaterad a f a l l 
in tw!^ unit value and quantity index, though th® unit 
value f o i l by a oraater percentage to 82, whereas the f a l l 
in quantity index was only to 153, Commodity-ui«e, the 
ent ire year shoue i r regular i ty . In tho f i r s t basket of 
Joode, food, drinks and tobacco, tho quantini of i « -
porta reduced to 207 but the unit value increaeed to 1S7* 
Contrarily, in raw material tho r iee was recorded in quan-
t i t y index at 145, uhile the unit value ehoued a reduction 
2 . 3 8 
to 16S. In Bfeanufactuirod goods group, the quantity Indax 
droppftd to i s , wheruas the unit walu® roso to tT2# In t h i » 
fmar^ f thus* ife can b© said ttiat tha inotens© in the mspm 
cost of imnort. i n general played an important ro le in r a i -
sing the iiapflirt b i l l considerably• 
6*2 Afci fe^tiouft in i f tho .Import b:lll during 1968-^9 
reduced by but the c^uantity index in Table S shows 
a rljBQ ta tSV from 153, thaugh the unit vnlue dropped tm 
60» Thin brlnQfi o lear ly tho f e a t that the import b i l l would 
havG reduced further i f Wio qucntity nf imnorta had reduced. 
But this year. I t u.-?;- the pricns nf import no'^ dti uhich was 
ronnonciblf? tnr: brinfi'-nrj doun t!iG Import tiil?.. TSio r ieo in 
tho itunntit/ indoK unt? riainly dun r i se in tl^ o itaportc of 
capital rnodA. In the athn^- t'lrcn graupa of goads, fnod and 
b»UGrat]aB, ra-u ma'corlal and nanufaoturod g^otlt, the qusMntity 
indax chous a f a l l . In fnod and beVf^rages, i t f o i l to 147, 
in rau ma tar Lai® i t roducod t'j 135 and in ©anufaoturod goade 
the dsclina ua« to 74 only* On the other hand, the unit 
value of Bnch group Innroaaod. In tho caees of food and 
beverages, the index number inorBaeod to 150, uhil© in th« 
caee of rau material i t uas 175 and in manufactured gooda 
i t uae 182* 
fi«3 Conclusively, i t can be stated that while during the 
f i r e t two years, that i e , 1966-67 and 1967-68, both the 
quantua arwt pr ices of imports were rceponsible f o r the r i se 
in import b i l l , the situation was d i f f e r en t in 1968-69. 
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During thin y »ar , t^ ta t o ta l imparts b i l l regintsred a 
dsolina of yet the quantity tnUax indlcatos a ria® 
of , Thi« pirovBs the faot that had Uia quantum 
of imports not increassdf tho ?aduotion in tho import b i l l 
uould have bean largar since the uorld pricoe had gona 
dot*! uhich in soon in tho f a l l in unit value fro® 82 to 
But the imports which canslater] tvalnly of capital aftd 
intf»8tmpnt noads eouli not bo re ucad, tfiuy boing of v i t a l 
linpiwrtance to tht? qrouth of thn nconor.iy» Theso 0ood« fowa 
tha p i l l a r s of ths nconoiay yithout i*tinh not only th® 
Qrauth uould bfl h^npcreri but in fac t i t iKJUld etafjnata* 
Sinoe t i l l the pariod un i' r study, thn country was not 
su f f i c i ent l y advannod fei proiJac© I t e own capital and i n -
VBEti^ont ooadsj tho imports of thocs gouds uas inovi tablo , 
6»4 a f t e r going through tho trada situation and the 
ruEisons reepon«lhle f o r i t t i t would bo uorthwhils to 
r.tudy thp directional Btructuro of Indians trad®. 1>ii® 
yould give an idea about tho trada relations of India 
with tho variaus othf^r countries cjf the? unrld# 
TABLE: R]Q, 7 on the 
fel louinQ page. 
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ReQiofi-ulsc Distribution - Porcontago eharas 
Hegiotta 1966-^7 1967-68 1068-60 
t . E.c.tn. t4.8 12.7 12.3 
c . r . n R . 10.4 8.9 
3. 16»2 14.3 17.2 
Afr ica 4.4 4.6 7.8 
S. Worth Ataarlca 41.7 43.6 35.2 
6. Latin AiSGrlna 0.8 0 .7 0.9 
Qoecirta and Hcia o.a 1.9 1.3 
8* 5.2 la.o 
,So|Ligeti I Computed fsocj the data availably In 
Bulletin Of! Currtmay artd Finance (lD?3-75 iscuos) , 
B»0 The y«ar 196C-67 ehius tha dontinuatian of tNi 
tsend aet in the third plan, utiers thf? share of fJorth 
Afflarica oontinuos to incroaee, Tiiie year too tho najor im-
ports oaiR© from Worth Aro®rlca| thlc y^ sB sa bacaum of our 
largtt imports of foodgrains, "a already stated in t^a 
paragraphs 3*1 and tho main imports in this yaar viara 
of foodgraine due to Indlgenaoua aoaroity k^ich uas ths 
eonaaquencs of tha failurci of crops lue to bad uaathar^ 
fa i lure of ra in fa l l and drought cnd i t iona prouailing in 
the aconomy. North ^nerioa ia our biggoet auppliar of 
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foodgraina h«nee it® irtdii/idual shars race to 
0,1 The next Inipcirtartt region uas ECflfE CDuntsiss ha-
vifiQ Bhare of f o i l >yBd by hawing a oharo o f 
14*8^* Thors uaB a raai^lnal increase in th® aha»B of twth 
thmsB regions* nuxt tagion uhoao ehare uaa ralatively 
lasTQatt yta« Eftft, though the dedlinino tsrand statied in 
tlM third plan contirjued this year too that in 1966-^7, 
i ts sNara f e l l to But the rising trend of tha third 
plan failed to continue thlu year, in the case of 
uhosG sharB f e l l from of 1965-66 to 5.2^ in 1966*457. 
The aharo i f frlcati countrias rasa olightiy tn em 
diu the sharo rjf Latin fimnrica incJtn.'iBGcJ to G.OJ^ b. Out ttsa 
imueual faaturs uuG th® siQrtifiC'jnt f a l l in fcho charo of 
Ooaafia uhich deolinad frora 16»5> to a faea^rtj asraunt of 
only. 
8*2 1967-68 shoued d i f f e r en t features. Though tile 
ahara of America oontinuar' to rica raatshing the? lawal 
of 43.6:;^, ttie ahara of E.C.ll, and countries ra-
giat^rad a f a l l . The shar« af dtolinsd to 12.7?^ 
ytlila that of E»C.A,F.E, countriae reached the l e ve l of 
14«3%. Thar© was a marginal f a l l in tha sharo o f Latin 
Awarica to whan i t s share uas 
8.3 But rost of the ragians ahovrad itaprovMient in their 
raapaetive sharae, though generally i^ia incr«asa uas (Margi-
nal . In case of E . f .T .A , , i t s ehara roaa by i t now 
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being 10.4^* Similaiplyf tha share of Africa roao by 
OtZj^i naw being The saiae marginal increase uao 
registHred in thet case of uheri xto ehara roae 
to The Qtmat&Bt incrnaaa a f te r North America uae 
in the cttara of acaana and A el a, uhair>o ahcire rose fro® 
to 
0«4 Thcro was further oliantjo in the share of the 
uariaus regiano in 1368-69• the gteateat change was 
Bvitian# in the case of ^arth r»niiirica*c shaxMa uhich f a l l 
CO i8id«rabiy to T Uc roductian was tha raeuit of 
Blashinn dawn of the i'lportu of foodyrains in the l i gh t 
of better sapply position dofaasticaliy bacause of good 
yaathcr* In tii is yoar the inUigeneoim agriculturai pro-
duction had inoreaaed roaarkabiy uhich iod tho yoveniroont 
ta cut dawn tho imports af agricultural Qoade, honco the 
f a i l in the ahars of MorWi /imorica. There uas a furthar 
f a l l , though leaser in ciaQnitucJe in the caso of E.C.W.'s 
share, now baing Similarly the share of 
f a l l to an J that of Ocsana and fiaia to 0ut 
the share of E.C.A.F.E. roao to 17*2^, f r i ca to 7.8% 
and Latin America to 0»9?C, Tho groatoet increase ua» in 
the case of U.S«S«R», whcsso share was almost doublod to 
10.0^. 
a«5 To gat a clearer picture^ wa w i l l now study the 
sxaGt quantun of trade and the percentage share of ind i -
vidual countries, with which India has trading relat ione. 
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T.ftBL.t-, flQ, g 
Countries 1966-67 1967-6B 19fi8«>69 
626.9 776, B72.3 
% Share 38.7 30.0 
E.E.C. If . in lao.o 222, ,2 309.5 
% share 1Q.S 11,1 16.2 
Uiist Germarty 136.6 143, ,9 120.0 
% share B«a 7, ,2 6.3 
Ital^ 3S.2 a 40.1 
Dhara 2.1 1, J 2.5 
E.F.T.n. U*in Rs.Cr. 171.3 2QB, »7 170,1 
jl share 10.1 10, ,4 
Onitor! Kingdom V.in Re.C'» 134,6 162, ,6 127.5 
% share S.O 8. ,1 6.7 
Australia tf.in RCtCr, S0.4 64. »9 26.7 
% share 2.9 3. .3 1.3 
3apan ^•in Rs.Cr* 785. 3 100, »4 115.3 
% ahar© 5.0 5.3 6.0 
U.in Hn.Cr, 88.3 111.2 191.7 
^ share S.2 5, .5 10.0 
GRAND TOTAL Of 
exports Rs.Cr* 967.4 119, .8 13S7.B 
iMports Rs.Cr. 1704.4 2007 •6 1908.6 
Balance of Trade - 736.9 808 .9 - 550.7 
So^^oc 8 Computed from the data avai lable in a.C.C«I«S» 
& S, and Bulletin on Currency and F l -
nanos (1973«75 issues}* 
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8«6 The given tablet qivos UB a clearer conemptlon of 
the eituatiofi as i t t a l l a ua not only of the porcentagu 
sharo tMt also of tho to ta l quanttm of trade uith each 
country* 
8*7 Since the adwmfc of planning, India has bean ©a-' 
kin© continuoua e f f o r t s 11 i i v e r s i f y I t s trade in direction* 
Ta attain this ab^taotf I t has b©Rn ha-iint? ncu tradu a^raQ* 
monte uith wariouB caatintriBS ovRry yoar» Tfiose e f f o r t s 
havo sjivan f r u i t f u l results in the f o m of trad® rolatlona 
and apeoial tr.tde ar;"! raonts uith mosh sf the muntriea of 
thn nconomic! uarld* 
0.9 Bui d^spito thooo Uiucrsif ied t ro io relational 
Gontiriuea tu be our major csportss?, the reason be-
ing thai throughout f m planning pnrlod, barring a few 
yaara, foadgrains continue^ tu bo our tnajor iiaparts* iJith 
the over-incraasing population, the dntisund for foodiQrains 
has benn continuously inoiraaging* Unfortunately, duo to 
technological baokuarJneos, ue c t i l l deponJ on the vaga-
ries of naturo for our agricultura* Conaequontly, when 
ooat of the time climatic canditions f a i l us, ue have to 
reaort to import of foodgraine in order to f i l l the gap 
cre£.tBd by dofaoatlc acaroity of agricultural output* Henoe 
U*S*A«, being the chief exporter of thia item to us, i t e 
ahare reflialnr the largcet . In the f i r s t annuel plan, i t e 
ehara uaa r is ing further to 38,7!C In 1967-68, but 
f e l l to 30.D/C in 1968-69* Thie dnelina uaa the oonaequenee 
of improved supply situation within the economy as a reeult 
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of favnurabls weafchar oonditi TnB In tha l a t t o r part of 
1967«*66* This increaes iu not only in tarns of peroontasa 
but qoGOtJJP-yiiwa also* In 1966-67, tota l Ifaports froia 
U#S»A, amuntod to »9 or* r ising to the levnX of 
R«» 7?6»6 In 1967-68, faXlln«3 to 572«3 cr« In the laafc 
annual 
Tho nost impuvtrnt mmtt^ or rath«r Qroup o^ " ooun-
ttrne in tht; yhnB'' charo in 1965-67 10,5^, main-
taining the rising trtrnd, I t ro-nhed the l evo l of and 
In 1967-SS and 1958-60 ^eoopRCtiwoiy* Tuada and payments 
aoroernnt:-: m-th th'f.r nratip and nartain athsr countries l ike 
Afohanistcin and nontinusct fen plfiy a s i f j n i f i c a n t roX» 
in tn^kinq alnaar ueonmaic tlos md Inorc^aGing the csoutttsy's 
foroi^m iradfi. Conii>9rjW">fitly, th«} quantity isnports coraing 
froin this rciQinn uaa 1QQ»A ct-., or, and Rr, 
309«S ctm in tho throe; rospactivs year©* 
9,1 India also had 'crada aorscmcnts uith countriss l ike 
Federai Republic of Ger«iany, France, I t a l y , ti.K,, 3apa« anil 
U«S»S«R. Annual tr i i ' f af^ roop^onte yore nad© fj lth Bulgaria, 
t?., Hungery, (hmmisx, an i Yugoala»n-.a and IJ.S.S.R^ 
An irjportant faaturo of thoe© annual trade agroeraonts us8 
tho rocognition nf tho Rcopo for incroaeing trado be t y e^ 
In lia an ! thoeo countrleo, "ccordinrjly tho8« agrBemonta 
proMldtid far incraaaod ttitnowar, taking into account tha 
dGvelopinQ nooda of those countrias. Conaoquantly, tha 
i^are af each of thaso countrias rogietorad an inoreaaing 
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tYend* The share of 3apan uaa only 5*0^ in 1966-67, I t 
xatrn to and in l56?-»68 and raspaotiyoly* 
Slmllarljf, mm ithar© of U»8»S.R. was in tho f i r s t 
annual plan^ rising to 5*5^ in 1967<«68 and raaching the 
Jleiml of in ig6B-69» Th« ©harso of ' ast GarBtany, 
I t a l y , U«K«, and Australia ahaued irragular 
ohanoaa* 
9*2 Th® Bhare of I ta ly was in 1966-67, that i s in 
quanttm i t yas of 3St2 cr . This share f e l l to 
that i s tfi He, 34»2 oti, in l567-68» But again in tha 
third annual plan - 1968-69, i t rose ttJ 2*55^  thet i© to 
f^s* 49»1 ar# S i ^ l a r i rrogular i ty yae v is ihla in the 
of uhich had or Hs, 171.3 or* in 1966-67# 
This share ineraaaed to in 1967-60 uhan tota l trade 
f r o « tiiia region yaa RP* !KJ8,7 ar» Than again in 1956-^9, 
tha share f o i l to tha nuaitttAa .IracllninQ to Re, 170*1 
cr . Uiiitad KingaQiR^a shart- in 1966-67 uas tha to ta l 
c^afltity of tradfj bein(} worth Ba* 134*6 c r . This roaa to 
Rs, 162*6 or* in 1967-68, raiaing tha share to 8,1'^. But 
aoein in 1968-69, the trado f e l l to Rs* 127*5 or* bringing 
down the share to 6*7lC* Tha earae trend is seon in the 
eaee of Australia* In tha f i r s t annual plan, Austral ia 's 
share was 2*9% with Ha* SO4 4 or* worth of trade* In the 
next year that is in 1967-68, trade Kjee to Ro. 64*9 or* 
tha ahara being 3*3%* Then in 1968-69, trade declined to 
the meagre enount of Be* 26*7 or* the share f a l l i n g to 1*3^* 
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9*3 In 1966-67t Important dGvelopiRent on i*ad« f ront 
was th® Tr ipar t i t * Pllnisterlal Confor0no® on ooonomio co-
operation betwoon India, Yuiosiavia and U»A»R, This Con-
faranoB paved tha way in evolving mutually bonGficial 
Bchomos on a au l t i l a t e ra l basia f o r the devalapment of 
t ra j0 « Tho protaotion of trade uaa to bo aohiovod by as-
tablishing proforantial t a r i f f arranQBRicnts and sitnpli fy-
ing trade ragulatlona* 
tJ#4 Again in 1967H&a, anothsr arrangoroont f o r f i v e 
yaars made under 'Trado Expanelon and Economic Co»* 
operation* betuaon thes© fchretj countriae* In 
a trade agroomtrnt woo eirjnod y i tb Thailand f o r the f i r s t 
tirae. In tho same ysar, a Oevalopment Cradit Afjraemant 
yaa siada uith Homay undar yhich Saryoy uaiuld provide c re -
d i t f a c i l i t i e s f o r proouroiaent of raachina equipment, spare 
parts oto# An important foafcura of a l l thssn trade agrae-
mant uas not only irroraaaing tha ni^bor of items but also 
voliNM of goods«. Thaaa arrangemonta not only helped the 
itsport aeotor but tha export sector tna of our oountry* 
9*5 I t i s realised that d ivera l f loat ion in trads 
diroetion i e not th« only raathod of oneuring safe aoonomio 
d8valo{»Bant. Dlvers i f icat ian in the typos of asiBmoditiss 
traded i s equally important* Far this, the study o f tha 
ooffiponanta of India 's Lmavta beoocnas essential . Bo us 
u i l l now study tha major importa of India. 
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a.No. Itsne ig6f.«»67 1967-68 1968-69 
1. pofisunEH caoos 
faodgpains1 33.1 28.9 21.1 
( i ) Uheat 19.3 18.8 13.S 
U i ) Rioe 3.8 2.7 3.0 
I I . RAU MATERIAL 
2, Rau {%»tton 2.9 4.1 4.7 
3. t)au juts 1.1 0.1 0.4 
4. r o r t i l i s a r s - Crude St 
mamifacbJxe 4,S 6.0 7.2 
S, PatrolQiiM - Crude & refinet! 2.9 S.O 
6. Pstroleum products %2 0.7 1.9 
Dyeing an J Tanning litatex'ial 0.4 0.4 0.4 
B, Orugr: and medicinss 0.8 0.8 0.9 
•a* Gheaioal eleiannts 2.7 3.8 4.3 
10. Base ctatala 2.6 1.2 2.0 
Iron ann s tee l 4.6 5.2 4.5 
( i i ) Hon-ferroua metal© 2.6 4.4 4.6 
i n . CAPITAL Gn®s 
11. Bctal manufactures Q.B 0.7 0.7 
12. nachinery other than 
a loo t r i ca l 19.1 16.7 17.6 
13. Electrirral maDhinery 4.9 4.2 4.2 
14. Transport squipflsisnt 3.0 4.0 3.4 
15. Railway8 and parts Q.B 1.1 0.8 
Cranci Total (Rs.Cr. ) 1704.4 2007.6 19Q3.6 
Source I Cawputed from tha data avai lable in 
Report on Curtoncy anci Finance (1973-75 issues). 
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9^6 The Qitfen table thirouo l i gh t on the exact ootamodltiBS 
that uere rosponuible for the heavy import b i l l of the three 
annual periods^ I t also helps ue In firtding out the require-
ments af the Bconoiy and the domestic ehortSQeo. 
9#7 I t its, seon that the share of the foodtjrains in 1966-
67 a t 33»1rS i e the largest amonc] the imports* In f a c t i t i s 
aJUaoGt double of tha eocond larg s t fchar©» The reason f o r 
the increase of 10.0*^ in the share of this iteia uae that» 
es already efcatod in the ea r l i e r parariraphs, the agr icultu-
ra l produotion had euffnred a sharp sethatrfc. "Hie index nt«a-
ber of agricultural production uhich had increaeed from 142.4 
in 1963^4 to 158»4 In 1964-^5, f e l l to 131*7 in 1 9 6 M 6 . The 
year faced adverse weathvr conditiono epeciai ly in fladhya 
PraJesh, Gujarat, Bihar and Rysorc* Output of r i ce was lower 
by am a result of sewn res drought conditions and f a i lu r e 
of Biooeoon, resulting in incrsaea in price by 22»7/^* Hence 
importa of wheat increaeed mainly from U,3.A» and imports of 
r i ce increased front Surmei Thailand, U»S,A« and U.A.R,, the ir 
individual shere r is ing to 1S«3% and 3*8^ respectively* Out-
put of ootton increaeod by 3*6^ becauaa of higher y ie ld hence 
i t e share f e l l to Output of 3ute incre :>eed by 19*6^, 
but eince i t was s t i l l IOCE than the requirement of the eco-
nomy, i t e share roee t i 
9*8 But the f a l l in the agHcultural output uae not the 
solo reeson for increees in import b i l l , TTiey increaeed be-
cause of devaluation end coneequent increase in rupee value 
of intporte* 
231) 
XRT tho Batm YAARF due to lou agricultural output^ 
th9 rate of inoreaeo in the industrial dsotor uas low eo 
that industrial production increasad by 2mS% only* Baaides, 
in other industriee i t u^s a f fec ted by poyer cuts due to 
lack of rain or by elackenino of dctaand f o r thoir products* 
Croupuic0f the inoraaao roQiestorsd by a l l four rjroupc yas 
8®aliGr» The incrtmsfj in basic i Jtiustry uno in capi-
ta l goods i t waB and intortEiudiato oootJe i t was 
In coneupcr i^rjado i t wac smallect, lbs production of iron 
and stfSBl inoroated by t^ hcnce i t s imports sharo reduced 
tn f!»ra 7.0$ of 1968-»66» Th© output of chcmicale in -
creased by hcnce i t e chsro ijeaaln-G-^  oonotant at 
yh i l e that of f@irtiiis@ra rasn to duo to greater de-
mand and inoreoeo in prico booausc of dmfaliiation. Thoro 
«ae marginal incroaso to in tho nhfij^ e of druQs and medi-
cines vrfiile dyeing an-' ttnnin?i siatsrialj? sharo uas the eaise 
at 0. ' 
10.0 Th® ovoral l perfarmanos of BaQinaoring goads uaa 
disot-juraoing. Tha varied prabl8H<c faced by arto or the other 
soction of thle induotry included sut back in govermiont o r -
dar© and lack in darned from conBuaors f o r certain itowa 
loading to undar-utilisation of capacity and incraaeing cost 
and labour tr ubloa^ Thle alackoninQ of the doiaand l «d to 
laosQr ifBports of capital goods. Hence the share of non-
ferrou* laetals f e l l f r o » to 2.65 ,^ share of metal tnanu-
faeturea f e l l from 1»3?S to of machinery other Wian 
a l eo t r i ca l f a l l from 23.9^ to IS.Il^^, of e loc t r ioa l wachinery 
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the f a l l uas fron to c>f t v ^ s p o r t squlpsient frofR 
ta 3.0^ and that of railway and parts from to 
Th& output of petralaum and i t s produots rocorded o ign i f i eant 
inorcasB of 24%, This incrsaea uaa due to cowwisfiioning o f 
one more public ssctor re f inery at Coohin and progress tnada 
In attainment of ratodcap ^city output by other re f iner ies* 
Consequently, th© Bhar® of tbosQ tuo items also f o i l , Th© 
ehara of fjRtroieuRi - cruda and re f ined, f a l l frott to 
i4ii le that of petrolouw product© f a l l from 2*3;^  to 
1Q»t Tha BOQond annual plan of 1967-68, had to faoe lass 
troubles* The food scarcity uhich had crippled the aoonomy 
di t ing tho l as t two years, wa© solved to eoiste ox tent by grea-
ter agr icultural output, ^ i c h also helped tha asrO'^jaseti 
i f ldoatriee* Consequently, tha sharo o f faadgrains dcolirted 
to Output of yheat alono incrsasud by duo to 
timely and adequatG r a in f a l l couplad with launohing of new 
strategy f o r agriculture, honoo the chare of uhsat this year 
uas 18«8/S, Output of r ice increased by 24% bacausG of 
generttlly favourable cl imatic conditions and th© various 
solioaes und«rtakam to incroasa y ie ld so that i t uan possiblo 
to reduce i t s share to Among conaunar crops, output 
of cotton increased by eo uas the output of raw Jute, 
But though tha share of rau jute uas reduced to 0*1^, the 
share of rau cotton rose to This uas because of the 
increase in the production in industr ia l soctor which led to 
a greater impetue to the iensnd of rau cotton, Henee to 
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moot th i » r i « e In demand Incraao® la Import® of oottan 
bQoarae inotfitable* 
10*2 la^ll© agrlouitural output showod notablo iuipraiio-' 
iRMit during the yeart the rate of lnorea«e in industr ie i 
psroduotion uae Glout m that th@ indQK nutabsr rose by 
onljf to t93*S cr* Tbi® n@Bt etaonatlon wae tho 
otHiuietiv© liapant of various adverse faetorc operating 
In tha oeonomy slnc« 19€S» During 1965-66, Industrial 
sot i t f i ty in m nuflstoer of industries yaa advorssly af faotsd 
by shortagos o f rau ©ater ia l , pouar cutsi uncertain aid 
Qutlcjok and drought oonilitions. The dacelBration of growth 
rate in 196&-67 uas re f lected in rsdliotion in output of 
eewBral industr ial goods* In 1967-601 the slackening 
world dwand and Jsorease unit tiaiuos usrJ tho main f a c -
tors influanolng bha proiluction, Decroas© in th® publto 
eeotor intfestroent was also raBponaibls* However, a feu 
inJustrisB div! record inorease in thoir output, chomlcale 
industry being one of th<sm, where output increased by 3*3^, 
Psoduotion o f some of the major items v i z * , sulphurio acid» 
oauetio eoda etc* incroaeed,?roduotion of ohemical f e r t i l i -
eere shoiwd marked improvenent but not to the domestic 
requireiBeint* Consequently, i t s hare incroased to 2*9^, 
ulii le that of other chBiaical elements rose to Oes-
p l l » the increasa of 8*B% in the output of intenaediate 
industry of which petraleui» i s a part , the share of petro-
leuiB crude and refined increased to 2.9^6 though tha share 
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of i t s product ua« tttducsd to 0«Tj(» In the ohemloal group, 
the drUQSi and Bia(:iicine& and dyeing anU tanning material 
maintained thoir ahara a t Q»B% and rt^apectively* 
10.3 Th® otforall perfomance of engineering induafery 
yaa again discouraginB* the output o f iron and steel uas 
lower honoB i t s uharo rosa to sa did the shart3 of non-
farroue raetal© uhich this yoar uas The share of me-
ta l oanufacturos reduced marginally to In l i g^ t 
engineering induatry tha output incraaeed duct to gotfarn-
tFient e f f o r t s l ike l ibe ra l iraport policy f a r import of raw 
jnatoriali plants and maohi lory* The share af both B lac t r i -
oal and non-fllaotrical tBachincry reduced to anti 4.2,^ 
reepeotively as their output inoreaasd. In heavy csigin-
aering induotry, output of railway uagone reduced by 
because of raoBBsionary trend in tho cjconoiay resul-
ting in heavy f a l l in orders from railway a which lator on 
IS' to greater imports of transport equipment and railwaye, 
their Qharo rising to 4»05C and 1,1% reepo^otivsly* 
10.4 The year l960-*69, uas able to maintain the inoreaee 
in the agricultural output, though at a el )wer rate owing 
to drought conditions in eorae parts of the cajuntry and un-
eeasonal reinc and f loods in other parts. But in general, 
the output was goad so that the Inports of foodgrains were 
further reduced, bringing down the share to Output 
of wheat increased by 12,8'^ due to increase in area under 
high yielding var ie t l ee enabling i t s share to go down to 
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But th0 output o f r ioa yas Inoreasad by 5*7^ which 
uaa not s u f f l o l s n t hDn&e i t s share roea s l i g h t l y to 
Duo ta unfavourablo wdathar oondition© output of cotton 
was raduomi by 4*4^ and that of juta raduosd by 51*7^ owing 
to dsQxeass in aroa and bad weather and f loods* Con«equentiy, 
Uie import^ of both thesa items had to be inoreaeed. The 
share o f raw cotton In total itaports uae now and that 
o f taw ua» 
1D*S In 1968-69t inoreaee in aupply o f industr ia l raw 
material o f agr icul tura l o r i g in and incrsass in coneuraer^s 
demand, boWi etewroing frotst improved perfortBanco of ag r i cu l -
ture in the previous yeatf qavs etinajtluo to industr ia l output 
which inoroasnd by againot 0.77® and of tho tua 
e a r l i e r years* Although rate of ©re th uao Impressive i t 
was s t i l l l ess than requiremnnts. Output of baaic indue-
t r i « 8 incraasod by intexwediate goods by 6.2^, conau-
aier goads by and cap i ta l goods by 2,0^. Thi « incraase 
Was due not only to increase in the agr i cu l tura l sector , but 
other f ao to r i e s t oo t -
(1} h aizeabls piok-HJp in home demand fo l lowing 8,9)^ i n -
crease in national income* 
( 2 ) nsamirea taken by Reserve Bank of India and 1001, v i z , , 
l i be ra l i sa t i on of short and mediuiR-terffl c r ed i t to stimulate 
domaatio sales ami exports* 
( 3 ) Placsfnent of advance orders by Qovernmrnt f o r i t s under-
takings* 
(4) A sharp increase in the export of engineBring goods. 
(S ) Csrtain othsv inowit ives U k e rttlaxatian o f prlea eon-
txoX on ootton taxt lXss and rtttnoval o f pr ice eontroX o f pap«s 
and pr ios IncroaBs grantaef in eoal and s t m l induatsy* 
1U«6 In cthtfmiQaX groupy the output of organic chenleala 
lnoroa«0d by T/S> and inorganlo by But because of Increase 
in the dam^d of I t e major ctoneunaray the import o f chemleals 
rosa 80 that ttm share uae 8J.tniIarXy» the deraand o f 
fujTti i iBera had yarned an Impetua to improve agricuXtural 
saotoi:, i t s imposcts inoreaaed raioi i ig i t s tihar© to 
10,7 The indigenaous output o f iron and s tea l inoreaead by 
4/i in contrast to a decrease in output in 196V«<»68# This I n -
crease uas because of porcsptibl® increaee in exports of manu-
factured iron and s tee l items and part ly because of r e v i va l 
of a c t i v i t y in the enaineering industry* Tiiis increaee in out-
put led to a f a l l in i t s iraportsj besides, tha increase in 
rupoe occt uf itaporis follouinfj devaluation of rupas uas also 
respoaeibl© for the f a l l in imports, its ahars f e l l to 
10.8 In intermediate industry, output of potrolet^i r e f i -
nery increased by It;^ beoausa of Increase in demand. The 
increase in the l a t t e r was grea ter , there fore , iBiports cf 
both pettoleum crude and re f ined and i t s products had to be 
increased, the share of the former r i s ins to 5«0t and of the 
l a t t e r to Tha output o f dye s tu f f increased by 
part ly due to reovery in the output of i t s major consumer -
cotton t e x t i l e end part ly to import subst i tut ion. Hence 
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ibe share remained Tha shara of drugs and medielnss 
rose s l i g h t l y fco 0,9;^ despito incr«i?3BC} in the pharwa-
oeut ioals Indystyy, 
10*9 Output o f induistrial ttiachlnary and motar yshlo lss , 
uhich had baon affDet^ d by slug^ieh deraand conditions in 
the preulouB year, shoustJ u marfcad rooovory with te^ and 
incroaso respuotlviily as against deorrrnso of and 
"Sfi in 1D67-6B. Inoroas© in output o f motor vohlc los , 8pe-» 
d a l l y trucke ueo brauqht about mainly by tho l i b e r o l c r ed i t 
f a o i l i t l s ® atfallabla f o r ths lr purchaso and the oroying 
ts-onsport r0qui»o» ' nt In the Ui^a of Inpravori agr icul tura l 
cropo. T i s inoroaso in output enabled i t r share to dauline 
to thduQb tha charn of naoldnery ot!«or tSian « l t : o t r i -
m l inor«a©Qd ta Output of ©lactrio^il wachinsry 
dacrtsaoed by SjS, but since this uas mainly becauou of the 
f a l l in i t s domand I t s share in to ta l impart rBtaained 
Tfw ifioroaa© in the output of traneport »quipint?nt also lad 
to dacline to 0#S?» in th® share of rai lways and parts. The 
sharo of base motalc and non-farrouo rastal® roao to 2,0^ 
and srospeotiuely* 
11»0 Heneeforth^ a f t a r going through this study, i t can 
bo »a id that India indeed un© try ing hard to improve i t » 
f o r o i ^ exchange situation ami ousry a f f o r t uae being raado 
to promote oxpnrtj stap up growth in various ©ootor© and 
oonoervo foro ign oxohsngo x'esorvoG, Oovaluation uaa a 
Gsctaaure to achiowe those cmds. Of spito tho success of 
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triese QfforiSy th« coimti^ o t l l l had to go a long uay to 
attain oompXetfi oeonosio prosperity* 
11>1 Study of tenap of ttade at this stago i s inovitablo 
to get tho ciaaror viou o f th© gaina of trade* 
» t9S8 « 100) 
Period Exports Ip»porta Tosras of Trad® 
Annual Plan iuantiffi Unit auarttt^ Unit TTo TTy 
Index valuB Indax value 
1066^7 119 169 149 ISO 113 134.0 
1S67-68 12a 169 165 136 124 1S1*6 
1963-69 142 166 151 141 118 167.1 
fioyrce S ComputBd t Data frora toport on Currency 
and Finafica (1972-73-1974-75 issuao), 
Tabla 10 tjivse ua an inBight into the a f f e c t of tho 
prioe ani quantity fluctuation® on tho gains of trade* Th®i» 
ift a tuo-way relationBhip bstuoan t r de and eoonnwic QrouUl* 
Not only trad© infloonoos the economio grouWi of a csountry, 
but the country's tjrouth also has an iiapaot on the trads* 
KindlebQrger la of the opinion that the ratio of 
foreign trado to national inc}iv>« inoraaaos when a country 
sfitars mare fu l l y into the world oconooy, Spooialieation 
and oxohanga inoreaaGS* In backuard aconotniaa, nonotary 
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axchan^oe incrcaao, oaneumptlon 1© partly suppllsd from 
abraad. Tha rat io of iBjpoPts of national incorae inctaaaea, 
tmlft^ rsstr loted by cornmerolaX polloy* CroutH bclnQB new 
rMi@d@ uliioh oamiot ba i n i t i a l l y suppllBd local ly t 
raw jnatQsrlal and capital sq^ipmeiit. Tho nau neerie and 
appetites l ike ly td continue to Inoreaso Imports ae 
IneoPo graus^ but beyond a onrtain point the inar0as0 In 
imports i s l i ' -a ly tr» bo slousr than the inorease in 
11 Thtt other rflGtlonchlp bf>tuf-r.n 'irade anrj ©oonomlo 
datfolopnent i s , hoy trade influenaes gfouth. The eKnot 
nature of tht; e f f e c t dapondc upon sm^ ral facfeors» As 
KlndlGbongof in tils bnok ^Fornlcin Trade? and ftatlonal Eco— 
noiay* atatse, that I f ths Btimwlus to groutti comes froii 
abroad than exports rtao leading t ; tiypanslnn of other ac-
t lu i t l i i s also, Ab export© grou^ Income InoreaBee as u " l l 
ao the detnand bath f o r input® recitllrad f o r produofclon and 
othor conraodifels©. Praasuro an domestic oapaclty lissds to 
Import® and incr^aso in the InvaatmBnt, Thus the r ise in 
exports leads to QrouWi* But in another caBs, I t i s a poa-
a i b i l i t y that faroign trads doiss not actually laad to growth 
butlvlpa in niaintalninQ a balanoo* The procaas of groutH 
oan laad to aavcral inbalancea* Thsso can be solvad by 
foreign trada. Goods that cainot bo produced dowaatically 
4 C.P, KindlabBrgar. "Foroign Trade and flational f cnnoay*** 
p« 183, 
5 Ibid. 
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in tha i n i t i a l stagas of QirtautH can be litportad, yheraas tha 
durpius doiKBStio production af othar goods can be exported. 
Thus tha imbaianeas can be solved• 
11 •S I t i s 80on that inipact o f forslQn trad? on ocanowic 
gtouiJt fianends upon coveral faotnro* Trad© oan ©tiiaulate 
gjfoytti ilrnn the tlpmand Is r i ght abroad and supply i s r i gh t 
a t hom©. I t can inh ib i t i t irften the domand i s urang abroad 
and supply in wrong at horao* To san hou f a r trade hac beon 
he lp fu l to "India, a study o f tha terfflp of tcadc i s to faa don8» 
11 #6 Table 10 shour, that durino 1966-67, the unit value o f 
exports roso from 113 to 16o uhl i f the quantum in lox f n l l from 
124 to 119» This, alonQuith a mlm in ths {iU0ntu0 indox nmb&t 
of imports fjflow 148 to 149 anri unit value tBmalninQ constant 
a t 150» the comrnoiilty tarms of t ra ' ! « f a l l from 124 to 113 and 
income terms of trad f o i l nif^rginally from 134,7 to 134, Thie 
ua© Rwidpnt in the foCTi o f incrsase o f In the d e f i c i t 
o f the balancB of trado. The f a i l u r e to boost sxports or 
reduce imports uao th® cnn»#quBnc® of crop fallurts togethor 
uith inoroassd obt aBruico paytaont and small Inf low of f o -
reign a id , S 187,5 uar© drawn from I . f l . r , in Apr i l 1966 to 
c l ea r poywont d i f f i c u l t i o a caused by uidoepread drought in 
196S*66, apaoial ly In Bihar, U.P, , W.P,, Rajaathan and Gujarat. 
11.7 This situation aroae deepita the Qovemaont e f f o r t s 
to r oa t r i c t imports through c^ant i tat ive rea t r i c t i on and 
onhancefflant of duties, to step up exports and to stimulate 
i n v i a l b l e aaminga through dowicQB l i k e '•national Oefonca 
Remittancaa" ai^eoe. Fa i l ing to provide an enduring aolutiony 
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davaluation of the currancy baoane I'wninant* Devaluation 
h3Xp«d to raise tho Qxporis by 20% but due to Incroass In 
the rupee coetf import b i l l increased by aggravating the 
di8@quilibriun preblen* The situation yoreonad furthar by 
riea in the qui^ nituRi of importe due to large importe of food* 
e t u f f . 
11 •S Th© si Ration improMRd during the sccand annual plan 
(1367-68) uhen axporte inoredsed by 23*8:5 uhiis iaporte rtree 
by 16.5^ anly» the quantuw index of export increased te 
122 uliile unit value was CTnstant at 169• On tao other 
hand, quantum indiix of imparts rose to 166, uhile i ts unit 
doclinsd to 136, hringing ths oa'anodLty tonus of trad© 
to 124 and Irtcntm terms of tr i ia tn 1S1»6» Deficit increased 
by only* The foraigrt oxchange eituation improved. 
OoiaGstlcally, output lnore=>e0d natinnaS. intJnme inoreaaed 
by 9 p T : i c 0 B rsducsd by 11«0:t» 3ut in the f i r s t half 
of the year, aevora imbalance© ucro croated due to ehortage 
of dojnestia sUj^ nly and inflationary prassuros, ftftor mid-
Octobisr, situatian impravofl fo l l juing fav/oucable ueathor 
and inoraased acrlculLural output* Foreign axchange reserves 
inareasad by t 96 million* This uas attributable to both 
bettor agrioultural output ami jarformano® of export sector 
and reduced import-payments. 
The le.SjiS inorQaee in iirports uas nainly due to 
private aocount imports that had risen by f 173 n i l l i on as 
our govariiment ac(X3unt imparts at t 1653 mil l ion were 
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narglnally higher* y i l ^ the exottption of rau juts, practl*-
oal ly a l l othar itwus on privats account inoreaaedt tha mora 
s igni f icant being raw cotton, vagetablQ o i l , chamicals other 
than dnjge, rastala other than iron and stee l and vahiolGa* 
On Qovernroent account, uhllo food^raino importe roduoed by 
$ ?? inn* othfjr Imports taken together increased by I 79 iBn« 
t2»0 The year 1968-69| was tho JsoBt remarkable one in tho 
sense that thi® year tho paymcint f r^ imports decreased by 
thus improving balance oF trade altuatlon by 30«Q$# 
The dawslopment in the economy uac characterised by mainte-
nance of a .^ Q^h leve l of foodgrain output, a considerable 
recovery in the industrial output and a ctsiking improvement 
in foreign exchanne raeerves. The national income inoroased 
further by The priee oituatlon uae atabln throughout 
year, except that eigne of detorioration ware v i e i b l e 
touards the emi of th© year. The f a i l in the outlay 
on importu epecially thTS© of foodgrains and 13*2^ increase 
in the exports, raised thn income tarnvB trade to 167«1 yhile 
co««»adity tensB of trade were 118, thereby increasing our 
capacity to import* 
12«1 Increase in thn exports uae not only because of the 
fiohenee of export-^ranotion, but alao due to improved domee-
t i c supply position foUouing bett&r parfoi^ance in agr icul-
ture, thiist increased the export a va i l ab i l i t i e s of important 
agricultural based exporta. Decrease in imports uas because 
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of batter donee t i e mjpply poBltion of a l l tita cotnmodities 
In ganaral and also baoauae of dacrease in aid-financed 
inports* Thiet togethsr with the marked incraasa in axports 
ospcoial ly to oountrisB other than Faat tuiwp© Rupee Payciant 
isountrins haXped to r e l i e vo tho pressure on the roservea* 
Extomal assistance, coropriainQ grants, loans caid aotiRradity 
a«£ittanao continued to b© a oontrihutory f f i o t i r in a l l o v i a -
ting tho pras, ure an tha reaoruBs* 
12»2 foi iowlon th8 increase in doniacfcio output Jf f o o i -
grains and agricultural raw watorial mainly ray ^ute and 
rau cotton an - iregctable o i l , there Uiis a doareae© in th«t r 
iiftports* In additioni Importis of machinery and transport 
«cjuij»9ont, iron and Gtoel j non-ferrous fflotals and chuiaicals 
aleo raduoedf re f loc t lng in part, the iiapaot of the irtcTBage 
in rupee cost of imports fol loulng devaluation in rupee and 
in part th® progress siaae in the? f i o l d of Import substitution, 
12«3 Seotor-uisa imports on both private and govGrnnont 
iietsQUnt reducvd, with farmer accounting f o r mor® than 60^ 
of aggrogato f a l l , A sizoabls decrease was bnoauso of dec-
r«a«0 in aid-financod in^orts* On pr ivate account barring 
importa of minaral o i l uhich inorsassd by Rs* 4«9 c r , a l l 
the other i tens decrsased special ly maohine and transport 
by Re. 33,6 or , and raw jute by Ra« 31 e r . On ^vamiaent 
account while imports of foodgralns reduced by Re. 97,8 or , 
the othor imports taken together inoreaeed by 41,8 or , 
because of increase of Rs, 16,6 or , in imports of f e r t i l i a e r s 
2 0 3 
and of Re* 13*9 cr* cf aotm)unicatian stores* Bui this 
In part o f f s e t by the f a l l In imparts of other i to »8* 
12*4 Tho® m se© that o f th© thr«o annual pXan®, th« 
last on® was tho bust as in this year the trade d e f i c i t 
was »iniaiifli« 3ut thits dood not mean that ue had reaohod 
th® optiaal a i toat lon, Tho ©©snowy was s t i l l f a r fraM 
e©lf-8iiff loi.0ftt, Dovnlyation, uhlch was resorted to as 
th» l as t aolutian, f a i l ed to pick up tha oconotay» The BX^ 
port seotor desplt® davaluafclon and uarimis export promotion 
seheaoB yaa not abla to giue imprQ6sI>/a perfanaanca* Simi-
i a r l y , Uocpito re;&tricU.tfa impart po l i cy , itgport b i l l 
continued to bn larger thait our o ^ o r t receipts. Tim rrsalrt 
res&m f o r thic uidanins of i e otir ia ta l den a^ndana® on 
thssi vayari©£, of riaturo in our agricultural sector. India 
baing raainly an agricultural countryt uhars <ilBioEfc of 
i t « population dapaTdo on cult ivation ahoultl not only be 
oa l f -auf f ic iBnt in this aactor but agricultural goods ahauld 
form our baaio oxporte* Unfortiinately» ua have f a i l t d to 
fu l l y u t i l i a s our rasouroaa, So the naud of tha day i s to 
have mora taohnological adtfanoonent in agricultural sector 
which to soma extant u i l l ba abla to wipe o f f the danagas 
caused by natural causss, Graat emphasis should be givaft 
to this saotor in our plaaning. But this does not ca l l f o r 
the nsgligwtea of industrial sector. I t i s equally inpcr* 
tant and in ordsr to cut down the imports of industrial 
goods, ue nust take soma severe steps to boost the l e ve l of 
import substitution. Hanoa tho requlrafli@nt of the t iae i s 
to attadc the problen of trade d e f i c i t from a l l eornara* 
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12»5 In order to fintJ out tha exact s f f en t ths fareion 
t*aiJB i s having tm aur ©oonomy, ub w i l l nou study the 
paot af ionas of itad& on the flcsu of potontial faroigri 
exohangg* 
ParitlJj Export 
Gaming 9 
(Rs^Cr^) 
TTo 
% ohang© 
in TTe 
Foroitgn Exchang® 
f lau 
1966-67 S6t.4 113 - 8.8 - 3S.1 
1967^68 1198,6 124 • 9.7 • 116.2 
1968-69 1357.8 118 - 4.8 - 6S.1 
Total - 34.0 
Source 8 Cc»mput©d t Jaia from Ff.Q.I. 's Bullotin on 
Currency and Finance (1972-73 - 1974-75 isouas). 
In 1966-67, th0 parfommncQ by the export sector 
wa© grjoJ uhon i c registarcd a riss of 9ut slnca the 
imports had also incraaeed by 2 1 , t h e oo-^odity t^ms o f 
trado f a l l to 113 from 124, that i s a f a l l of B*,B%m Thi© 
had an advsrgo e f fnc t oi tho foreign exchanqe potent ia l i ty 
t^ich racorded a lose of 85.1 or . This year, the stupvndous 
risa in the import b i l l uas rBsponsibla for the setback to 
the foroign eiichanQe reserve®• 
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12.7 In fcha second annual plan (1967-€a), the situation 
improved oonsidorably uith a rise of 23*8^ in tho export 80c>» 
tot and incraiaoe in itnport sr^otar. This improved the 
oofuaodity t«rra«i af ttada to 124 and thnre uae addition uortti 
Rs« 116.2 cr » in the foreign eKchanga. 
12.8 Th® yaor l963-»60, registered a deterioration, oauaing 
a husa idss ufiieh exceeded the gains* Despite a r ise of 13*2^ 
in thR countty*® export tiamings, yfiicH now stood at R8» 
1357*8 or#, the cOfaroodity tarrae of trade d cerloratatf to 118, 
ieading to a loaa of 6S»1 or . of foraipn exchange. Hiis 
loss uas mainiy tha raault of tna itt-'Cts on the balance 
of payiaonts. 
12.9 Cowaring the ontir© annual plan purlod, i t i e seoR 
that the situation of tha fareign Qxchang© f lau had deterio^ 
rated. Thta total lost of foraign exchange during tho period 
uaa Re. 34.0 or . Thus to say that foreign trad© would always 
be holpful to the economy i s m t corroct . Thouqh i t i s a 
fac t , that improvenant or deterioration in the net barter 
tenie of trade should not be interprotod as ifioroase or 
decrease in the gains from trade* A>s had happened in the 
case of Cermany Whose commodity tsztns of trade had deter io -
rated yet i t did not involve any reduction in the atnotints of 
gain derived from foreign tradn* Hence i t i s seen that des-
pite the adverse laovenent of oomTnodity terms of trade, Indians 
national inoome was increasing during the period* Sirica the 
terns of trade involved tt.o variables, export and import, a 
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study of both the 8Botort> would qivo a clearar picture^ 
Year ^Ta H y f . E . 
of expott of it^port 
(Rb.CI?.) 
1966-67 169 150 96?,4 113 134.0 - B5.1 
1967-60 169 
1968-69 16C 141 1357.8 118 167..1 - 65.1 
Totnl « 34.0 
j^^ pyrpa 8 1. Calculated. 
2. R.Q.I. ' t i Roport on Curtonoy and Finanoa 
(1072-73 i ssue ) . 
In tho ye^r 1966-67 that 1© in the f i r s t annual 
plmi, the unit v/alua of exports showed a s ign i f i cant inoreaaey 
rising fttjfB 113 to 169, so did tho imports unit value rofis 
f roa 122 to 150, This led to deteriorat ion in tho incams 
torWB of trade to 134 from 142 and the com®odity terms of 
trado f a l l from 124 to 113, indicating that despite tho i n -
crease in the exports, there u.3S o greater r ise in iffiporta. 
Tho result of this uas tho f a l l in our fore ign exchange f l o u 
to Hs. 8S.1 o r . Hence the f a c t that devaluation lad to i n -
creae® in exports, but because of the r i se in the prices o f 
imports in terms of rupee the unit value of import had risen 
by a greater percentage i s proved by this f a l l of fore ign 
exchange f low* 
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13.1 The 890ond plan of 1967-68, racords the constant 
unit value of exports at 169* while fortunately the unit 
value of imports reiiuaed to 136, having a favourable a f -
f e c t a l l around. Thn comnodity terms of trade inor&aeod 
to thu levBl o f 124 and income tsrtao of trade roso to 1S1#6« 
Thia had en obvious e f f e c t on fore ign BXchang© f l ou ^ a t 
inoreasod t » 116«2 or# This yaar was fortunoto as ex** 
port had incroasod by 23^8;^  wfillo irsiports ^ough s t i l l re-* 
gistaring an innroace, uore at a lower rato of 
Henc© this yaar both the ojcpart sootor as ueH as the i«*-
port aootar proved ta bn helpful to the ooonomy. 
13#2 The l a s t annual plan in prosento a d i f -
ferent p icture . In this yoar, daspit© the incr«a«8 in the 
Quantum of export to 1357.3 c r . that i e by 1 3 . ^ , the 
unit value of exports rogistsrod a deolino to 166. On tha 
othsr hand, the riuanUtti of import raduced by 4.9% that i » 
to He. 1906.6 o r . , their unit valuo roao to 141. Cons®-
c^ently, the comraodity terras of trade shiuod a deter iora-
t ion, f a l l i n g to 11B. But baoause of tha incrQasa in the 
quantua of exports, tho income terms of trado improved f u r -
ther to 167.1. The foreign axchangs f lou alao tshoued a 
f a l l of Rs, 55.1 or , 
13.3 The above oxplanation atrengithisna tha f ac t that 
both oxport and import aootorG arc of v i t a l importaneo in 
the halp rmiderad by foreign trada to the economy. By con-
t ro l l ing the Imports alone or promoting exports i r reepect ive 
of tho iinporta, the problew of fore ign exchange cannot be 
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salMSd* In tarder to inoifoass our foreign sxchittlQfl poton-
t i a l , i t i s wory fiaBUfjsary that U0 boasfc our exports* On 
t^B othetr tiamli ta c^ ^nsel^ VG creitisd po ten t ia l i t y o f 
fore ign us rauat chock tho unnocosaary imports* 
In the aboWQ perloci, i t 1B »oon that despltB the overa l l 
tncraasa in ttie export®* ue l o s t HH. 34,0 o t , o f fore ign 
©xohanga f l o u » In »ach of the ynar, tSiero uns laarked i n -
oronsti in our axports which should have halpsd u® in not 
only incrofising but raaintaininy th i s incrc^-se in our fore ign 
Bxchanga potent ia l * This inoraaso in the export flaming© 
uas no doubt iho oufccoiao of doualuotion of our cajriainoy, 
Ynt th is had ain advereo of f o o t nn out import e^ofear by r a l -
sinq tho rupep csost of tho i « iport« IhiB f a c t t^QOthcir with 
the had ueathar oiiBpollfW^ us to increase tha quantum of im-
ports of faodgraine and agr isul tura l rau fnaterial led to 
the dotsriorat it jn of our tertns of trade irt general and in 
the foraign exohsngn potent ia l* 
13*4 This annual plan period does not q l m us the true 
picfcura of tha favourable offDcts nf Jovaluatlan* Devalua-
tion in r ea l i t y means louering fcha price of aur asmroodities 
in the uorld market yhlch load® to the r i se in the ir dcHsand* 
Unfortunately* this ooincidod with tha strersGs and stra ins 
our economy faced due to f a i l u r e o f the agr icultural as us l l 
as tha industr ia l sectors* This had a tuo-uay a f f e c t . On 
l^e one hand, i t rsiueed the exportable surplus of the eoun-
t ty and (»n the. o^^er hand» fihorta^as uithin the economy had 
to be augnentsd throu^ groater importe* So the r i e e In 
imports was much greater than expected* Both the quantity 
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of Ifflporta and Itti prloe shouod an upuard trand. Conav-
t|Ui^ntiyt the efsonony f s t l sd to ava i l a l l the advantagaa 
that uouid haiW ooQutHiQd in a itomal period* 
13.B Charlee P» Kindlobafger in hie article® "Th« TBI«« 
of Tradii and Econoialc Jev£?lopin0nt** has eaid that ones i t uas 
bslicved that thra terms af trade laauld inevitably turn in 
faufiur f3F primary proJuets and <^^ s=tin£5t tnaniif oturors be-
catsae Gxtraotlva IndtistrisG arB eubjfsot to diminichintj coots. 
n 
Hlcke eays that tnmn of trado are affnctod by diffBrancec 
in the rnto nf nro iuctiuity incre 'sa betuoon tha leading 
indtistriol countries and othnr nciuntrlar,. In roasnt yoara, 
i t hao boon observod that tornis uf tradu havr: oone against 
tha pri-aary producing countyioc bi causa of the cyc l io f l u c -
tuatlana in tholr pr ioe. Sn thoy ahoultj be Dubjootod tw 
Btabi l iaat ion. But di i^ot atabil laatiori thr-.-itigh pries mani-
pulation. accardincj to Kindloberoar senms to do nothing uith 
shart-terw fluctuations* 
13«6 Ejtport pronaodB ar® the wain aouras of earned f o -
roign oxchang© for uni«3rd®velooad countries. But naming® 
of foreign oxohang® i s crucial f o r attBUipts to stap up ratee 
of invaofanent f o r dsvc'lopnicnt and short term cons'derations. 
Stablo QXport-oaminga are woro o f f oc t i ya in promoting dove-
lopracnt and r«nablinr undardr^volapad countrios to form eon-
aibie invQatanont pattern* 
6 C,P. Kindlobergerl Rovloy of Econoroioe an^ Sta t ia t i ca , 
Vol . 40 - 1958. 
7 Hiekat Ib id . 
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Unfortunately a l l the fnotors which put the p t i m 
Biochanleia out qT action as an a l locat ive force are present 
in undordnvoloped Bconomiee t unwwplnyiBont, undar-^ploycient, 
ufidei^utiUsaticn of rasouraas* r l a l d l t l s s , iwraobilitiaa, 
non-corapf'ttng cjitiups iiitc» Adaptability of rPBource© accor-
ding ta KindlebojTQar in tho lono-mn should bn Qitfen Qirsat 
iiiiportance an it helps in danllnti with cycl inal price f l u c -
tuation of pri-rsitiry Qtjadc* fsir. *.n i t sn l f re'iuirea econoffiio 
dovfilopniant, uhioh in i t o 4^Jrn requims increased investwant^ 
That baaio roaeonc why tho terrasi of trade have turned 
against tho primary products uxn the monopalistio praoticoo 
in inJuetrial courttrieot mttcHaniBnt of Incjae dlBt»tbution 
an;i tation Df d i f forant prio.ary pra 'ucts in adw^csd 
noun tr I San tJulput of priaary tjo'-Jr. hat? continued to 
lay behinJ uianufastured ou^ut , bscousp of fur th i r aubsti-
tution, ©conofnlas In use, Jqv lopro^nt in synthBtics and 
©hifte towards lonB-roaterlal-yaing types of production. 
In f e r i o r agriculture i s anothar cau®p» Instead of export 
oconoBiies t^eae countricc are •dapondent', •oxpoaed* and 
•infant* • They adopt pro iuctiue cooinKirc" al po l i c i es to 
d i ve re i f y their economlea an ! accolorats thoir dotfolopment. 
But wonopoUsUo elnmontQ, i n f l e x i b i l i t i e s , r i g i d i t i o e j 
capital dGficlBnoy, undor-ofnployod rural labour, l imited 
market etc*, a l l theee facto re l imi t export production. 
Actual rtsnody l i e s in dovalopfnant prografBrries and not in 
reatrietiona of foreign trad©. 
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Wja^orifcy of th® -^ .Tlm&rf pr«>4ticiii§ ooimtrlo© heavi ly 
d«pQficS ir io foae«« in ©xpert osrrilrt§« ftsr f s i v ing t l i c l t 
national ineo^o* Pj^npisrity and dsprcrssin^ In pHmaiy pen-* 
fiountriiis i « tSvpemimt «pan the Hb q and f a l l In 
ttumiv «xpi ir i ©af f t ln^ Mt$H diiraetly affsctsid by fcfw 
ehania in «*poift prlci«E« 
12#8 India i s a pr imv^ pjppduelntj cjciuntyy* "evanty piir^* 
cent nf it®- uotfcinti populatian ««»piay©d In -primary pro-
ctoisti^in m4 ye't '^-alf tft® fiatlatnal incosa© fratn ol^lBr 
e0urcee# tt^. t?^ fe.-f -t al^ 0 fo'^i-inrains and bevcrapes 
.•;nd aorlculturaX i-au matariol y?j'".0h bol im.; tn tha category 
o f "^riamvf- t ^ t in roeent yrnirn^ In-lla hac been 
St mitefeantlal isporter of tha&g norids opi»oS.ntiy f-»^di3r«iri®» 
TtWi« India'© fQjroiQn tmdm t ^ J a to giyis can®fltl©fable in®-« 
t ab i l i t y to I t s terms of tr^i ir * Th© ta t l o sf frjreign trad© 
incoma to tNa national ineona of India i s I w * The motfo* 
fiieiitfi In t»*w» of trade «n i thu® not very ©fiurp* Th® IcRpnot 
of t0 f «8 of tri»dl6 i e naturally in India* 
13.9 Thu® In thi^  Uoht af tflp nbow© r»f;lanaUofl» «h»ri 
t»rme of trad© fc . i l to be affpictiifcj in opcedine; aoonotsic 
Qfoutli and inpnrta a to Inevitablsg the aolutlon l i oo in 
iidport ^ b a t l t u t i in in or lor to diroot tho Ha l t ed forolon 
exchonQQ toi.mrde morft v i t a l goodci* 
t4«Q To suatoin th® post^evalust ion strategy of f u l l e r 
u t i l i sa t i on cjf lmit»etri<?l o^pseityi India had to l ibera l is® 
it® l«ip®rt® pol iey f o r a yids r«n<i« of p r i o r i t y indue t r i es* 
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Thess ineltidttd many Important export InduetrleSf induetrioa 
moBtinQ ths canstmsr gnode raquiremante and also machine 
byi ldlng Induatsiesf raw material, oonponents and sparee 
required f o r produotian# the policy was to eneure th© con-
tinued aval l a b i l i t y o f imported raw raatorial raquireid f o r 
the mariufactuirtt of export ooads, ttiie polioy trao severoly 
o r i t i o i s ed epecial ly by Godr®3 who was of the opinion that 
8uoh a pol icy would haw® a dattipening e f f e c t on itiport oubs-
t i tut io f i * I t was auggeotod that the QowarfifflGOt should con-
sider t^ief^er a laor© careful and rational approach to u t i -
l i sa t ion 3f scarce foreign exchange resources c»uld ho adop-
ted without any drastic brake to import l ibera l i sa t ion which 
wue aimed at expansion o f industrial production thereby 
creating surplus f o r exports. I f import l ibora l ioat ion had 
resulted in spectacular increase in exports* there would 
have been no causa for worry• But i t i s seen that in 
196&067, even a f t e r detfaluatiofit exports were only o f Rs« 
967«4 or» v^ i l e the imports wore ^f Rs» 170«4 c r « In 
1967-*68 export rose to 1190«6 or , and iatpnrts to Rs. 
2D07.6 cr « I t Was only in t96B-69 that export rose to 
Rs. 13S7»S or* while imports reduced to Rs« 1908*6 or* 
Import l ibera l isat ion on the oUisr hand had an adverse 
e f f e c t on import substitution. As imports of those goods 
which are produced domestionlly are allowed, some units 
producing them had to work below capacity. 
8 S.P. Codrej t ! etback/'o Import Substitution. Coaimsrcey 
13th Hay, 1967. 
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8ut d88plte this faot^ alnoe tuo liicfo«*f>ak 
inpoj^t substitution has increased^ saving Rs. 30 er« of 
faVQign axchango in ISSS-*^? alono taainiy because of import 
substitution in tho follawing industries?- axplasiwos, 
cast iratt, pipes, uiro» ropec, coramsrcial wehicles inolu-
ding dlesel sngines, usiding sleotrods, cars and jesps, 
traotovs, radio rsoeitfora, cetamica, eugazr^ osmont, 
fssohines ©tot The foreign sxchange saved through import 
subatitution through uariiue industries i s as foXloust-
sxpXosivss •• 7 o r . , cast iron and spurt pipes - 6 c r » , 
uire ropes - 3 or* , commetijial vehicles - 2»70 c r « , 
uelding electJ^dss and cabies - 2 or# and car© and 
ieeps - t6S cr » 
In chemieal gwiup , production of synthetic rubber saved 
1.8 cr « of foreign exchange. Tyres saved Rs. S.S c r . , 
tractors - 6.0 c r . , pumps - 7.6 c r . 
14.2 In 1967-68, import substitution reduced the im-
port of aiurainiuw to Rs. 17.S cr , and to Rs. 4 c r . in 
1968-69. Power generating machinery iiaport reduced to 
Rs. 7.2 or . snd 2.4 or . in 1967HS8 and 1968-69 respect ively. 
Sc i en t i f i c , medical, opt ical and controll ing instrufRsnts 
imports were only Rr. 16.6 or . and 5.5 cr . in the two las t 
annuel plans reepeot ively. Iron and stoel inports reduced 
to Rs. 22 or . in 1967-68 and further to Rc. 12 or . in 
1968-69. Similarly pipes and tube f i t t i n g imports f e l l to 
Rs. 16 or . and Rp. 12 or , in 1967-68 and 1968-69 reepeot ively. 
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But donplts Inereaas in tJio indigotiBoua produotiQn« Impott 
•xpondlitui^ Qontinuttd to increase bo&auss of rsvivaX o f in * 
dustclel ac t i v i t y and more production fo r axports. T i l l now 
Ifflpoet eubstiUition yas llntlted to finished goods only* The 
QouemiBent nou laid strost on import stjbstitution of Inter -
raediato goods also, 
9 
In a seminar' on Import subntitution, i t yao said 
that import aubotitution ehould not ba rogarded ats a by 
product of rsgwlatory CTsaaurss such aa tarr i f and import 
(santrol* Ef for ts of gowomitiont departmont, rasaaroh labo-
ratory, defence production and induotry ahnuld be coordina-
tod and reconcilo tho csonfliot oplnionn* Xoport substitution 
can bo tjcl f-dsfooting so o l ino of dotiiaroation ohould ba 
draiiffi, rBquiring close contact botuean industry and policy 
aakers and cooporatian in dowaloping incfiqoneou® technology 
and also inprotfing borroued techniquao* Inport subatitytion 
sihould not ignoro tho need f o r markad oriantatlon and f o r 
producing ^odo of ooiipatltlue quality at cotapatitive prioau* 
A f u r ^ a r foreign axchanga of Re* 36 cr , uas savad 
becauae of i «por t aubstiiution in thaao annual plans sinca 
1966. Aggragata fore ign exchange saving amounted to Rs* 
273 cr « In t906-S0, agro-^induatrlea aairad Rs* 13,86 cr* 
with tractor Induatriao contributing to Rs» 6.09 c r , , p r i -
mary industries - H&» 7«60 cr« » pouar t i l l a r s - Rs, 17 lakha, 
9 Patr io t , 13th Qotabar, 1968. 
various typas of enginas - 24 or* and automabila industry 
R«« 3 cr* Production of eora uire a t BhllXai eaved Rs« 2«20 
» r »y stea l plant aavod Bs* 2 reolalmed rubber - Hs* 1*5 
or * , t in plate 90 lakhsy panoll industry - 25 
sugar mi l l laachino industry - 36 lakh». 
14.8 The atovre f i gures ehou tbat considorablo EUCOBSS has 
baen achieved in ti>G f i e l d o f inrport substitution yet onor-
Btou© e f f o r t s ara s t i l l nofidod speoial ly in f i v o major f i e l d s J -
(1 ) raw aator ia l eomponsnts imd spnros with indigeneous 
produolne raafcsrial, 
(2 ) dKcreasG in consuroption of iaportsd raw material and 
cemponontE par unit of produotion, 
(3 ) chanee ovor of [jroduotion of chsmlcals and i t s products 
from intorwediaries to tl ioir production from basio rau ma-
t e r i a l , 
(4 ) substitution of iiaportsd ray material or oompanonts 
by suitabla altematlvcis uith conssqusntial change in sps-
e i f i ca t i ons of ond proiuotSy and, 
(5 ) sccslsration of jnanufeicUirIng progrtsea to achieve large 
indigsneouB content in shortest possible tiniB* Hen areas 
f o r import eubstltutXon should be looked* 
14*6 Sut there can be no such thing as complete inpcrt 
substitution* Country hae to rely on out&ide goods also* 
I t cannot a f ford to shut i t s e l f f r o « the f a s t moving teoH-
nieal developnent elsewhere, i t tiiRes, import substitution 
goes against the country's interest* EIntreproneurs are 
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Qonpslled to depend Qteatly upon local «ourc©a oF supply 
for thair rsquireraents* Oftivi the coot of production i s 
higher and quality lotiier than the lotported goods* Import 
eubetitution should not endanger any oonplaeency imong ^ 
indlQ0n«ou8 industri®©* Th® industry should spare no e f -
f o r t s to dacrsaB® cost o f production and i'tprave quality 
thraugh e f f i c i e n t operation. 
14*7 Shanoy, In his a r t i c l e **I«9peirt«»Sub8titution - Drag 
10 
on Devalopraant" »#ery o r i t i oa i atjout tho groat efaphasio 
la id on import mifaatitution. H« says that th© current 
theory that import suhstitutinn saves foraign nxchonga i o 
not at a l l log ica l* He etatcjo that in ordar to firoduco 
Qoode for Ifflporfe eubstitutiony resources are draun f r o « 
elsayhnztt at cost of nKport industry* So t i t i le tm 
save foreign BKohange ue lose i t too hocauso of dacIininQ 
•xporta* toss of foreign axchanga through lass axporta 
i e greater than saving of fora lg n exchango through import 
mibatitution* So the and raault of import substitution ia 
deterioration and continued reliance on foreign aid for 
the aolvancy of international accounts* He Qoes further 
to say that ue satM to aarn foreign exchanQs thitiugh aale 
of high cost goode in tha foreign market, resulting loaaas 
being covered by export protsiatian incentivee received in 
caahy in import liconcea and oUiar conceasion. The main 
10 Tiroes of India - 24th May, 1969. 
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burdMi of the loss f a l l s on raaeasB* Shenoy sugg&ate that 
tha cenady i « not in admlnistvative oonitQls over eoanoeiio 
ac t i v i t y as they hinder produotian and obstiruot the flow 
of output. The xranady l i a s in aradioditing tha roat oauae 
of capital oonaufflption, capital raiedirootlan and sooial 
in juat ioa. Ho reaiieos tha d i f f i c u l U o s in aohiawing thia 
ctrtd but ha aetsarts that t ^ t a ia no aacapo frora theao prob** 
lama i f we uant to c lear the acononlo laaas uo are in and 
te^e th® right road to prograst^* Xn wlau o f t i i s a r t i e l a , 
ua can say that t i l l nay daapita the f a c t that India haa 
haoTt abla ti inoreafie rbraoatic production to a conaidarablo 
oGalQ» It© impoct aubstltution lul icy has beon indiBorimi-
nate, without any rational SC^OPO to pr ior i ty and without 
adaquato consideration of cost© invoiwed. This i s proved 
froiB the fac t that the home-wade o i l onglno pumoing set are 
pro^iuoad at oost of Ss, 2390 the c . i « f « valu© of 
a Garasafi » e t Is R®. 1170, tho uorkirtn baimi batter, litiport 
substitution i o ul»0 In itans whare loca l roaourcaa are 
available aaeily and ara chaap and uhere i t uould help tha 
aji^ort aector* Tha main purpoaa of import subatitution ia 
the saving of foreign oHC^anga and better national a l loca* 
tion of raaources* Hone^ i t ahould not ba donct at the G»at 
of exports which holp in building foreign exchange reaouroea 
thereby reducing tha gap in the balance of payments, 
14#8 Balance of paymenta d i f f i c u l t i e a are not only pro-
ragatitfe of countriee in the procaaa of dowelopment but un-
l ike the d i f f i c u l t i e s encountered from time to time by 
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inttuatfiaXly advanewd oountrlasf the payrnQnta protiXoeiG of pmrsv 
nations atm not anenablo eestintislly to f l s oa i and tnonstary 
poXifsy only* Inadequata savings and lack of an e f f i c i e n t and 
diwerftifiod econoaic ^tructur^, yhlch in i t s e l f are the con-
®equono00 of pov&?ty, ara the moEt liiaitinQ factors in raieing 
tfi6 eastiings so t^st , in a fundam^tal een03t tho 
eujTSat and t?io best usy of proiaotinQ axport ©amings i e ta 
ass ist the growth procose and inuuctrl©ligation i t n e l f * Thl© 
in ttus CTjntoKt of India, ea l ts forth ho?5vy imports sptacially 
of capital which a^a not pr^ ^^utsed indiQ©naouaIy« 
14»9 Iniiia i s in gr ip of a wioiou© I t has t » have 
inauatyiolicution for expansion of export ©eotoi? and irsBiotflnQ 
pevcrtys and this pj^Dcass o f induatriai ieation leads to ad-
vei^so haianco of payi8Dnts» In the absence o f doliborat© 
«eaaur®8 to prowato oxport sootor, reliance i s on ©xtomal 
cap i ta l . Experience indicat»a that icipoH roqitiapKaent giroys 
uith Bconomie growth* Export® then must tjrow faater to 
bridg© ais gap in the balance of paymontsi and lacet tha groW'* 
ing rer^irafflwnta af dabt servicing, 
15,0 To BUM up th® study of the anntial plane rsvaala the 
fac t that India i s making anarmoua e f for t® to ijaprowr i t s 
balance of paywonts by hi t t ing the probl«ir frow both angloa 
that i e rsduoinq i^^ort and aromotinq exports* I t uaa in 
visu of tnia snd that devaluation was rasortMl to# Though 
the sueoaes achlavod through thia step uae not vety 8ubs<* 
tantial but the problan uaa oolvnd to some extent* - s a 
resultf by the em of the periadi imports had reduced to 
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Rs» 1908»6 c t » and ©xporta rose to Rs» 13S7»8 ex . , the 
d « f i o i t rewaininQ at Ra, 550 or . But the fixports ue*® 
st l lX fchan l^aportSf when the need 1b, as already 
stated In paragraph 14.9, that expojfts stould q»ou at a 
higher rato» 
18»1 fortunatQly tho coiapasitifjn of imports during this 
period ycnt thciugh a significant chahG*^ , so that in rela-
tion to consufflor j^oads, import of capital qonds and 
rau tnatGrial u©rQ greater, uhish helped in Gnhanoing tha 
ratn of Btock of capital uhlch aocelerato ' the erasnofnio 
cjrouth. 
18»2 Tha diuarsi f iaation in dlroctipft has alco helpad, 
though Imparts from advanced countries y i z , , and 
Canada hauc faoan Inoreaeing m they are Iraportant praducsQr® 
of aatsr ls ls and primary prnJucts such as non-ferroue metals 
and f-iodgrains, 
1S»3 aaapita s t v i o t import policy Importe haws oonti-
nu«d to increaao a» aconoray i s moving forward• The implica'-
tions baing that cai l ing on imports ia not aa yet poaBilila, 
Tha qussfcion of paywent of nsceasary imparta than ariaea* 
Coonomio depondenoe moana pol l t iQal dapafiisnca too* So the 
only nay out i e to build a atrang and vibrant export saetor. 
Without a ehanQa in sceonoiaio policy uhich ahould ba divaraed 
fron idaaliMi and uithout a change in in i i ia t r ia l adniniatra-
t ivs atruotura, i t ie f u t i l e to sxpeot that exports would 
bounoa taking the country toward© economic solvency. Tha 
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groat adtfanc8ia@nt of Japan*a oconaray i s not a silraolo* I t 
io only thmjugh UBXI oaloulated planning that this end UAS 
aohlnved* Xt can bo don* in Indla^ only i f a sense of 
soonomlo realicwi away tvom idealism i s oteatsd* 
15*4 Thera tauct be a very strong export sector to roroovQ 
poverty and attain economic indnpondenco* Export sector 
Itoth volurae-uise and diroction-uis© ought to b© yide* The 
prespjiit imbaXance in paytnont position i s the consequence of 
heavy imports ftoro industriaHy advanced countries special ly 
and Thie adversity can bo mlvod only by In-
eroaslno the exports to these countries alonguith the rest 
of tJie ecanomin uorld. 
11 
15,5 But in the ul t iaate analysis, as suggested by Patel 
in his a r t i c l e •'Exports by Countrioe in Pronoss of Industria-
l isation*', the major part of the rcsponsibi 11 tins f o r pro«o-
tint} thnir rjxporto niust bR boms by the dsveloping countries 
themselves. Thie requires su f f i c i en t attention to the ex-
port sector In ttia al looation of investment and other scarce 
rssouroesy an adequate measure af restra int on domestic con-
stMption So as to release export surpluses, the malntertanee 
of a reasonable degree of f inancial s t ab i l i t y and f i na l l y 
a sustained promotional drive to export and cult ivate mar-
kets abroad for exports* Impart substitution alone can not 
solve the pxoblen of trade gap. Import substitution and ex-
port promotion having ec^al bearing on the balance of payment 
8^ K}ulcf be assigned equal pr ior i ty f o r rapid growth of the 
country. 
11 I .G, PatelJ New BireGtlon f o r World Trade - Proceadinos 
of a Chatham House Conference, Bel lagio, 16-
24 Septemlsery 1963. 
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TR£»OS XH INDIANS WORTS QUHIMG rOURTH Pim 
C ig6g*>70 1973^74 ) 
1#0 Beffloval of pouerty and attainraent of ©conoralo Bo l f -
reliance have been tho tuo etratcjrjlc goals of India, The 
baaie inspiration fo r ths plan© cosibs frtm thesia tyo objeo-
tltfss. A l l thu narl ior piano ami tho fourth p lm too has 
been conceived in this l i r h t so as to achiove the ctiructural 
chiEaiQcs th:;t uould bo involvod in tho pronraaa of the oaonomy. 
1.1 The hasio probloa boforc India i e to bring about a 
tr^nsformati »n of thp Roanotalc and snol«X l i f o of the country 
BB quickly QS possiblo* Indiis has tn ••nlosoope the grouth 
in tho coorco of threo four daoados uhat o t h s r oountriee 
woro able tea ac^icv® in a ceniwry or so* Yot t^tore i s no 
«scape from this beoauso i f tho probxens of poverty, of so-
c ia l and ocofiomlc inaquality and tochnioal backuardness are 
not tadcled immadiately, the entire national l i f a i s ondafi'-
gerod* The s ize and divers i ty o f India, makes the tssk of 
economic transfarnation a l l the more d i f f i c u l t . 
1.2 Inspite of an increase of 70^ in real national in -
cone in the l as t tuo dacadoSf India even today rfnnains one 
of the poorest countries in tefms of income per capita. But 
i t uould not be urong to soy that during tho las t three 
plene, India has attained much though neither satisfactory 
nor su f f i c i en t econotnic progress. During the last ten years, 
the range and diversity o f Indian industry hae expanded 
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conBldarably. The coufitty produces not only bulk of con-
Mjmer fortdo oatering to the evQt<*axpanding dismrtotlo narket, 
but also a widtat range of interwediate goods v i z * , eteoly 
oamanti alumlnitim etc* am pro lueed in aubstantlal quantitissi 
1.3 Yot, already stated, thie pragrass ya© not s u f f i -
cient to bring India irttu tho mp of eoanonically advanced 
oountrios* Juring this period, the yor ld praduofcion was 
also inoraasing rapidly, so uas the yorXd tralo tsnscially 
that of davaloping areas, Th© tjross domestio produotion 
of dsvaioping arsas inoroassd at on annual rats of 
while the i r tfoluins of export and iaiporfc increasod at th® 
annual rato o f and rospnctivoJiy. In context of 
t^ is s i tuat ion, a fas te r paos nf eoonomio grouts beooisas 
a eiust foe India* 
1.4 So, in uieu o f this , tho main tasks on ©csonomic 
f jsint of India, should hawo boons-* 
1# To continus with the e f f o r t s to mobillsa dnmestio ra -
sourotts and saoura supplsmantary oxternal rBSourcss through 
b i l a t e ra l or mult i lataral ehannols. I t Is only through subs-
t m t i a l additional intfeatmant in health, sdueation, irriga-* 
tiont pouari transport and s c i on t i f i o research that nscossary 
scononic transfomation can bs brought about. 
2, To ehsok ths rapid inoraasa in population through wsll 
ooftottivad and affaotivaly implsnented family planning pro-
graotmss. 
3. To acealarata the progress touarda a v iable econofny 
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thjmui^ rapid tsc^nloal tranaformatlari of nntducUva ra-> 
aoutcoa> spocial iy in agrioullur© uhioh accounts f a r nearly 
two thlrda of yorking population, 
1#S India baitiq a dual eoonoajy naada tochnloal changs© 
ipaeiaXly in sactors uhere such a chmm would a f f so t iwe ly 
dcjowiaae cost arid iwuld not have adwars© e f f a c t s on aroploy-
1»6 Tho fourth flVR yaar plan ua© to ba launchad In 1966 
Aptl l* But 30 alraady stated in the e a r l i e r cbaptBr» th« 
ocortotay was tioing throusjh a o r i a i s in which lang-tar® plan-
ning wiia not adtfisafale, honco eountty had thxnn artntial 
plans during yNI<sih the o r l s i e was aolvad to samo oxtont. 
Though th is auocoss ua® mainly du® to favourablo ueatiiiaie 
which tRQultod in good harwoiife^ Improulng the produotion 
in both agrioultuiTB and industiyi thus enabling the raduo-
tion in import b i l l and f i a o in export aamlngs, Tho fore ign 
exchange raservea improved, trade d s f i o i t radueed and bor-
rouinQa from IMF out dowrr. National income by the ©nd of 
th« third plan incraaaed to RB» 17357 or* 
1.7 Thus, whan in 1969, the fourtti plan was launohmf, 
the aconony waa in a batter condition, having aucceaaful 
prograaa on aavaral fronts* Tha output of a l l Importafit 
agricultural and induatrial gooda had increaaad, National 
Inooroe had incrsaaad by Tha rate of growth of monetary 
raaourcaa uaa anallar* Several msaauraa were taken to an** 
courage eavinga in tha for® of f inancia l aaaeta* Th« 
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budgattaty poilcqf una d^sirjned ta r lun further momonttai 
to proUuetive forces and nrtsure tf»a yoil being of Wie 
nandy and peior« Indlraot taxatlDn mn dasign^d to pro<« 
wide Ifiipetus to axport prosaotlon and Irapout rrubsti tution 
and to scsuttaln eorv&uiaptl m» Hanstary polldy yas tjeamd 
to curli i f i f latinna?^ pnssrurcf^ and etlsiiulate ticonomia 
grouth* 
t«0 One of the major avortijD of 1969 uas thn nationa-
lieatinn af fourt©f'n comniGrclal banks in 3uly In order to 
^or ient the bnnk lendinn ao ao to aecelsrate th® pracasK 
of dBWoloprasnt, r>peoially in sectors viz. anflcult-ure and 
small ecale indu^trietj, yHich had benn nf:clTOtad in tha 
past by these banks. Eraphagie uas la id on mobilisation 
of depoeita on a rsaesive tsoale thrauQhout the country. 
1,9 Jespito delay in iha onset of mon«oon0 and d e f i -
cient ra in fa l l in certain areas, agricultural production 
during 1969*70 increased to 99.S mil l ion tons. Overall 
rata of grouth in industrial seotar was higher at 
as against in l96a-€9» Conssquantlyi i i ^o r t s r « -
duesd to Rs« 1S82.4 or« and axporta inoraaaad to 
1413.2 or . 
2.0 Ta get a batter view of the eiUiation, India 's 
overal l trade position should be studied* 
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TABLg, HO,,, J, 
share & value in R8«Cr«) 
Pnriod India* s trodtt Annual % Change Balance of Trade 
Itf Plan Ejtports Ifiiports Export© Iciporte R&.Cr. % change 
1969-70 1413.2 1S82,4 ^ 4.0 - 17.0 - 168.8 # 69.3 
1970-71 1S38»1 1634,2 * 8.6 3.2 - 99.0 - 41.3 
1971-72 1S07.0 1Q24.6 • 4.6 # 11.6 - 217.S -119.6 
1972-73 1S60»3 1327.0 ^ 22.0 0.1 • 133.8 4- 38.4 
1973-7A 2411.2 2636.3 -f. 22.9 4. 44.2 - 225.0 - 68.1 
f CofnputCJd : Data fram r i «a .U»s RRporfc on Cufmnoy 
and rinanoQ (1970-71-1975-76 Isnyaa), 
1.1 Tabic 1 gives an overa l l trade paeitian o f India* A 
very podeonilnq feature i s evident frora thin table, uhich la 
thD canfclnuous increase in Vrm export samingE* Out Bid® by 
old®, the slnultanciouc inorease in t.Ha Import paymonta uiped 
o f f the favourable e f f e c t s the fartaor uould have had on the 
balance af tjrada, Uith the rssult that d e f i c i t on balance of 
trade remained though at a lossar magnituda, 
2»2 India 's f a i lu re to reduce import b i l l indicates i t s 
vast requirements of goade specia l ly of faodgraina, pharme-
oeutical products, chemicals, fertili»G>ire, potroleusa and i t s 
products, iron and a tea l , non-forrous a® ta lc , machinery and 
trannport aqulpmanJ: etc* 
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2,3 Tho f i r a t year of the plan (1965-70) ehous a cubs-
tant ia l deoreaso in XnriiQ*8 Imports aocofspanied by a ro la -
t l v e l y oBiall inorana® in the oxports. Total import® a t 
Ha* 1582,4 or , uara leas by coapared to 
Uhersaa the export at H®, 1413,2 o r , uero higher by 
tvom 1968-69, This brought about f a l l in trada da-
f i c i t , uliich reached i t s loy©®t sine© 19S6-57, a t Rs# 168,8 
c r , Tha duoreaac in India 's to ta l irapartE uas spread over 
a ntwaber af itamc, epecial iy in careals, f o r t i l i a s r® , ma-
ahinary and transport Bqiiipisent which togathar accountad 
for nearly f o u r - f i f t h of thv iottJl dGorcaoa, This uas tha 
rasult of Improvement in thn doaastia production, Tho f a l l 
in tha ipportG of caroals uac taostly duo to uhBat» uhich 
alone tJecreaeod by 8c, IB c r » as a canaaquona® o f bat ter 
production and additianal aoreage brought undar high y i e l -
ding va r i a t i a t , Tha importr; of f o r t i l i s e r s raducad to ha l f , 
both due to improved iomestic produotion and louar rate of 
incraaea in demand. Continued proQreaa in import aubatitu-
tion and modarata te»po of investment ac t i v i t y enabled the 
reduction of machinraxy and transport imports, Thia uaa dua 
1x1 loggad a f f e c t of racaaoion in tha industry in e a r l i e r 
years, Except tha import^ of copper uhich incraaeed by 
Ha, 6,2 or,, iTjparts of a l l othf?r non-ferroua motala re -
duce .t, 
2,4 This dacraaaa in ovora l l iraports of India in 1969-
7Q» uae sharod by a l l thu countriae apeoi^lly Uaat Europe 
and North '^narlca, u^uch togethor accounted f o r nearly 
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of Indians tota l Iniporte* Imports froffl ECPl and EfTft ti»o-
roaiittd by 27^ and 24]$ ro6peotiveiy» uhiie tho dacreaso 
ffotn Cast Cuxtipe uas only Tho^e uas aleo a f a i r l y 
©ubstofitial dBor»a»e of about 20^ In ttio Iniportc fro® 
eCAfC t&Qlon* 
2.8 The inoroaoQ In oKporis durino 1969-70 ua© can-* 
sidarably lowor than that of tJto prnyloua yoatr uhoo tlie 
f a l l waa Th» elowor increase in exports rof loot^d 
larrjely tho droraaeo in world pr ieee f o r souro of the? ooods 
tJTid partl^r I jwer pxport a va i l ab i l i t y * Tlio cjarglnal Irapnjve-
tBont In tfio to ta l cxpoi?t uao brounbt about ont l ro ly by non-' 
traditilonai i t m s wis. cOQineoring ooo'^ ^ *^ leather manufao** 
tiirjia ttnd oarino produotG# Thf5 cotback In nKports of t ra-
d i t iona l i tsns ua'j usainly accoiirttQd f o r by too, jute manu-
facturE3f! and vsQ^^tablo o i l s * 
2*6 During t ie year 1D7D-7t^ the laxtemal paytaent pos i -
tion dateriorated due ta inoraasQ of in imparts and 
loUQr u t i l i sa t i on if extarnal aftsir.tanco. On thci othar 
hand, BMporte uerti only naniinaily high by The oon-
tinuoufi d«?cli«*B in tho annual aggregata import b i l l oinca 
dnvaluation of rupne in 3ime 1566, uas saduced this y»ar 
uhan i t ma^e' up by Ks» 115^1 cr » ta Rp, 1634.2 c r . The 
ontira r iee in imports uaa finanoed out of tho country's 
0W1 reaourcOB, In f r e t , the improwpd doniontio supply 
position mad© i t poseiblf^ tn decraaee foodgrain imports 
by 3bnut But inmafitic Hhortagoa of othor coawoditiBs 
v i z * ray cotton and fRatals mado largar imports o f those 
Qoot^ A nooeaeary* Further^ import o f cap i ta l oquipaent 
inoreaoe . . The addit ional outlay on ifiiporta of ttieau 
itt : «a uats groatar than tho .-nvingo duo ta docreaeo in 
foodgrain imports leadino to rov raal o f tho e a r l i e r 
deorooeinq trend* Sootor-uieo imports on bnth pr ivato 
and Qowomjucjnt account incroasod by Rs» 47#Q cr# and Rs» 
6Q»1 ctm to Rs* 6S5»2 or* and Rs* 102S c r » taspectiwoXy* 
In roipact of key agr icul tural rau fnaterlal pr i ces o f 
wJiioh oauesd anxiety during tho ynar, the novornraont s t ep -
pad UP i t® import prograwraas* Export?? incrBaeod by 
but the greater part o f tho incmaoo was s t a t i s t i c a l aa 
tha procflduro o f OGCIS chanQoil. 
2.7 Tho thir . ' ynar of thg alan facrd v dat^riorated 
s i tuat ion as th';» tradn d o f i c t t inoreasod by 119*6%, aosiun-» 
ting to Rs, 21?*5 or# This uas mainly becnu®© of the large 
import b i l l u'lich recorded a r i s e o f 11*6>? reaching t i^a 
l e va l o f 1824*6 or* UHIIQ the exports inoroaaed noni** 
ns l l y by 4*6'X> to Ra, 1607*0 or* Tho r i se in importa uaa 
greater in the l a t t a r phaaa of the year, trfran India had to 
faoo anothar uar ulth Paktatan* T'^ia not only lad to a r iea 
in da fence expanditura, tttJt the amidua of refugaea froJi 
Bangladai^ lad to further inoraaaa in the raquiremant o f 
foodgraina yhioh tha domaatio aunply f a i l ed to au f f i oa* 
Conaequantly, tha importa of fooJgraina had to be incraaaad* 
Unfortunataly^ tl^is uas couploJ uith low agr icu l tura l out-
put du0 to bad usathcr* This had a dampening e f f e c t on 
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the ag[si}"4}a»8d induatvy, Nanoe thii o v e ra l l iwporte Ifteraaseti 
by Th» expoi^ts toe f a i l a d to iner«8«B tyeeauso of 
iihortage of oxportabXe surpluo uhioh mm oonsocponeo o f 
elac^ofiod i f i i iuatr ial prodtietian« tha invaatnaiit a c t i v i t y 
o f the ooiffitry too had dininiatied* 
2*8 India had a favourable trade balanoa o f Ra* 133*8 
o r . in 1972«?3 in contraat to the trad© d a f i e i t o f Rs, 217,S 
o r « in 1971-72• Thia aurplua uaa aehiavad aa a reauit o f 
sharp inoraaae of Ha, 355 era* (22^) in axporta and a nomi-
nal ineraaa© o f in importer Tho wajor itama that ra*» 
corded a daelina in importa were foodg.rn.lns - Ra« 83 
and non**faod inporta - Ra* 42 or » uhila aid financed iisporta 
raenrdsd a daelinaf tharo uaa a aubatantial inoreaae in 
porta financed from dotnactic raaouroaa* Importa of iron and 
atael were higher by non*ferroua veta la by 10% and n i * 
natal o i l a by But the inereaee in thaae inporta uaa 
o f f a e t by lower inporta of food^raina and raw cottona 51^ 
and 40% reapMit ive ly . iMporta of capi ta l equipment f e l l by 
12%, 
2*9 Seotor-wiae, while inporta on g >vem»ent aeoount 
decreaaady thaae on pr ivate account inoreaaed, Inporta on 
govemnant acootint decreeeed by Ra» 41 c r . o r that ia by 
7%« CovennRWit inporta of cap i ta l equip»ent| foodQtaine 
and raw cotton were decreaeed by 3 1 9 3 % and 84% bacauee 
o f decreaae in aid flowa tfid be t ter doweetic aQricultural 
CtftfNit, 8ut decreaae in imports of these uaa o f f a e t by 
increaae in inporte o f iron tt'^fiH'farrotie natalOji 
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mineral o i l etc* Imports of Iron and staol ffloro than 
doubleti in the uaka of lumt doiaaatio output and that of 
rtilneral o i l and nort-ffirrous mstals InctP isad by and 
30/^  because of hinher pricss abroad. 
3fP iRiports on privatn anmunt at rJs» 375 or* iwro 
hlQhar by He^  20 er » or The raaior iteras responsible 
yors nsaohine. Iron an ! steal and manufactured goods, wi-
neral o i l f faodgraina and VRQOtablci o i l . laports of ma-
chinery, iran and etonl and raanufacturaJ gnoda increased 
by 20'^  each uhilo cilnsral o i l incroassd by Iiaports of 
foodgrains doubled, most of the incr«as© being under PL. 
480. Iraporte of tmi ootton deernaaod by 
In 1973-74, in the f i o l d of external paymonts, tho 
iKfuntry had to c^ntaid with thrrso major advorse faotorst -
(1) large seals importc of faadgrains had to bo or^a-
ni»ed b©cau»8 of inauf f io iont doraeatic praducfeion and in -
adaquate stocke uith public tt^otars* agenciee, 
(2) the food imports alonguith thosa of f a r t i l i s e r s md 
non-f»rroua motala had to be undartakon at abnormally high 
intamational pr ic «8 , and, 
(3) prioos of oruds a i l inoreassd four tintos imposing a 
fma\ff burden on th® sxternal paywsnt account* Fortunately, 
the inoraaoe in exports, th© loan of 2 n i l l i on tone o f wheat 
by USSR and daforrod paymonts arrangonnente negotiated oarly 
in 1974 in respaot of a portion of our crude import needs 
helped to cover part of the paynent de f i c i t * 
; X 
3.1 Daspitfl tnc3f0as« in tha exporta by India's 
balanoo af trado turned ndverso with a tromandaus Inoroaso 
An tho import b i l l which uac higha? by 44*2'^ at Hs, 2636,3 
cj?» Tir© r les in import b i l l uas not only because of the 
r ieo in quartttjpt af imports but mainly due to r ise in i n -
tomatianal prlca of bath foadgtains and o i l . Thaae tuo 
together aocsiwntQd for a l i t t l e awsr o f inorsase in 
f^te aggjeegata ItiipoE'fcs. toports of foadgralns amounted 
to Rs. 473 cr « ehauing an incroase by 392 c r . uhile i®-
portE of (iiin©ralQ amountod to Rc, 561 cr.^highar by Rs, 
3S? Dfn ImportD of f c r t i H e a r s , animnl anU voQetabla oil© 
and fats » non^forjKjus mtstals, taachinory othor than s loe-
tpicala aleo ahoweri tsiarked inoiraaea, ItoionQ the important 
items to register dooroaao uaro rau cotton - 44^, a loo tr io 
raachinory - 8% and transport oquipmant -
3*2 o^ sum up tha entire plan period, I t oan bo eaid 
that this plan did ahou improved situation ultvh export 
r ising throughout tha plan. But unfortunately tha govorn-
taent fa i l sd to oheek tha imports. Conaaquantly, the trade 
situation fa i l sd to improvo. 8y tho and of tha plan, tha 
eountry had fco faoa inf lat ionary praaeures an^ rocesaionary 
foross. Condltiofia of stagnation and deoraaaad dMiand were 
svidant in capital and intonnadiato goade, apaoially iron 
and stoaly oonstruetion (natorial, machinery ani transport 
oquipaont. ftisong eonsiwor goods cotton taxt i lo industry 
yae uorst a f footed . Thie rt>cession in tho economy uas 
tha Qonaoquonoa of tyo in ter -mlated factors • tha steap 
i&a&raase in prioos and daorsaso in invastnent outlays. 
2 B 2 
3.3 external f ront, th© oxports wo3P0 adversely 
af footsd by f a l l in uarld inetsmo and thereby our capacity 
to Itaport •aasntlal gnods, v l « » food, f e r t i l i s e r and a l l . 
Tha current econoiaic problewa war© t^o result of Intama-' 
tlnnal dowQlopnent GO th© solution i s to IricroafiB our roal 
rooourcas to step up doraeetlo inuBstoont and production. 
3.4 Ift orJor to hstm a bettor understanding of the e i tua-
t lon, fi aeparato study of the annual obengee, botb peroontag© 
afid c^Qntlty^ulce should bo mado at this point. 
An „ Jpte^,..^ppmi^ 
Period Changs in the value of Impcrtt? Porcsntage change 
1969-70 - 326,5 - 17.1 
1970-71 > 52.1 4- 3.2 
1971-72 * 190.3 ^ l l . i 
1972-73 • 42.9 • 0.1 
1973-74 4-1087.9 + 44.2 
SourcB J CoroputodI Data from tha Bulletin on 
Currency and Finance ( 1970-»71 - 1974-75 Isauos). 
3.S table 2 la a neparate study of India 's Imports cban-
QBa, I t l e »®QO that except f o r the f l r a t ysar of the four « i 
plan^ uh«in tbere una a subetantlal f a l l in the tota l Importet 
I . e . by 17.1^, durinr? the rset of the plan porlod, there has 
293 
basn a continyoua incroass in iraports thouQ«i at d i f f e r en t 
fates* 
3.6 In the f i r s t year o f th» plan, that i o during 1969-
70, the tota l impart b i l l f e l l to Rs. 159^.4 that i s 
by or a Chang© of Rr>, 326*5 cr , Thie mm the result 
of catisfactQjry proQraeB aci iawed in almost a l l the fronts* 
tho output in both aQricultural saotor and industr ial ceetor 
had incroasad rasnBidsrably* Tha of fb r t to boost impart subs-
t i tut ion uore by nou baaring f r u l t e uhloh ua© evident in tho 
fo »a o f greater pttsUuotlon in the industr ia l soctor* 
3.7 Thi0 {jeoroaeo in tota l import© occurred in a wide 
rang© of items, in f ac t in almost a l l the goods except cer -
tain industrial ray nator ia l . The import of ceroal© alone 
reduced by 31*6^0 mainly due to greater output of uhoat. In 
agricultural raw material import o f ray cotton uas lesser by 
In the industrial sector, ©xcept f o r copper, imports 
of other goods reduced. The reduction in f e r t i l i s e r s uas o f 
in iron and steal i t was 8.0^, and in machinery and 
transport i t was 
3,B Xn t970-71, the decUning trend in the iaports since 
devaluation uas reversed for tha f i r s t time. The larger con-
tribution to thfi r ise in imports ya» by non-f )od itcws, 
r e f l e c t ing tha nrawing needs of industry for imported ray 
material and intermediate coaponenta and sparse, smanating 
from continued increase in industr ia l production. Commodity-
wise. Imports of foodgrains were lower by IBlJ. But non-fQed 
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i t o ss uej?6 higher tsy ©peclally Iron and bIbbI non-
ferrous metal» - B2% and petroleum -» 
3.9 The ysars 1971-72, continued uith th© incraasiftg 
t r ^ d in imports bo that by the ond of thn yoar the r ise 
in import© was by Oc. 190.3 or . that 1© o f 1 1 O i v i n g 
r ise to 3 d e f i c i t of 218 cr* in trsvto b^lonce. The 
©a^or inareasQ in the iiaporfcs uas that of non-fondgrains. 
The chare o f Iwporte of fnodgrain© had in f a c t reduced by 
6.354. The main inorrasos uaro in the caeea of potrolouw 
and it© produot uhero i t incroaeod by chemicals i n -
creased by 37;$, Iron and utsol by and non-^forroos metal® 
by 10^ and transport by 
4.0 India had a favourable trade balance of n©. laS or . 
in 1972-73, In contrast to th© provioue year due to a grcjat 
inoreaee in exports and a nominal increase of 0,1^ in ira-
ports. CoR)meidity'*ui8e the imports of foodgrains reduced 
by Rs. 83 c r . , of iron and steal by 12^, rau cotton -
nofi«-ferr#tfs metals - T% and f e r t i l i s e r s ~ IO5S. The r i se in 
inports was mainly in those financed from our own resources, 
e f jec ia l ly in the private sector uhero imports of f^odgrains 
doubled, mo&t of the increase beiny under Pi 480. 
4.1 The l as t year of the plan - 1973-74, faced an adverse 
external payment situation when the imports suddenly incrca«-
eed by 44.21$, the greatest in tha entire plan period. This 
increase uas the consequence of large increase in the ittports 
of foodgrsins the df?Riafid of uhich had increased tremendously 
due to the inf low of refugees frow East Bengal and secondly 
dua higher prio06 in tha world market* The priessa of 
a i i alone had Increaaod ftiur tifssB, Henca ths d e f i c i t 
incroaSQd to Rs# 438 c r . The imports of foodgralfi® i n -
arsaBed fay 392 o r . t^ i l© itaporte o f rairiBrals were 
hiohor bjif Bsm 357 at* Thaae twci itetas torjrthar uatxauntmi 
f o r 70% increases in tf*, t i t a l impartB. Imports o f rnu 
cotton and machinory usro t^ i© only onus to raduce, t^o f o r -
mer by 44;^  an i the l a t t e r tjy 
4»2 lit ordwr ta undor»tand the oxact aanaunt of national 
incofae spent an imports tfto study nf iraport-caoff io^ont 
should "ho don®. 
TABLE mu 3 
Period National Inoomo 
1 
Impart Ualoe 
(Rs .Cr . ) 
2 
Import C o u f f i d w t 
3 « 2/1 
1969-70 18358 1582.4 0*08 
197Q-71 19219 1634*2 0*08 
1971-72 19479 1824,5 0*09 
1992-73 19322 1867*4 0*10 
1973-74 19910 2955*3 0*14 
pourca S Co«putad 8 Data from Oul let ln ofi 
Currency and Finance (1972-73 - 1975-76 irsuoQ)* 
4»3 Table 3 oIioug that in 1969-70, national inoooMi i n -
oreaoed from RSJ, 17357 or* during 1968-69 to 18358 cr# 
uhi le the importo reduced to Ra* 1S82.4 c r , from RF. 1908,6 
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the import csooff lclent buinq 0,0s, in ofcher mnie only 
o f the national incow was r-psnt on Imports* This i n -
croas© in thm rtatlrsnal IncoM© uait duo to goad harvest and 
gmsra l ecanomic pmGparitjf. S»ifail<arly tho firduQtion iit 
Imports u 8 a coneQquenco of good oxtipa* The agr icul tural 
output during ths year hau inottjaEBd by 10.S^ « thereby im-
proving tfje industr ial saotor t i^Of leading ta owotal l groutfi, 
The intlustrii 1 output rooordaU u r i s e o f So on tho 
on© hand, national InooBfo raao by iwporta f o i l by 1?, 
loawing th® Baonoroy in a (gtjod ©hapo. 
4.4 Thote yas a further incroa&G of in the addi-
t ional Incas® oinounting to 19219 o r . In 1970<»»71, But 
onfortunatoly there yae n ©imultanoouc inotaase in the im-
t^rts* leaving tits import c o o f f i o i e n t at 0.08. Total im-
port© inorsasod by that i s txj the lovo l o f Rs# 1634.2 
c r . the parformanco of Indfan ecssnoniy during this year uae 
rathpr uneva«i« Tha 5.5;^ inoreaao in tho national incoma uas 
the auteam of increaaf in the agricultural oecfcar. 
But tho industrli i l output nrduovd, presouriaing the pr ioa. 
Another great strain on the acono»y uas the graafc exodua 
of refugaoa from East Bangal, thereby inoraasing tho ooim-
tTy*s requiriwenta, honca a r ise in to ta l iinporto. 
4.5 1971*»72 did not prove very helpful in restoring thi 
eoonontio balanoo. National InooRie inoraaaad very nominally 
that i s by only wharaao fcha importa vara highar by 11.6?t 
raiaing fcha in?>ort ooa f f i o i an t to 0.09p that ia 9% of 
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national inoama want on imparts* The main reason, bosids» 
tiaolina in l^e agrioiiXtural output due to bad waathar uas 
t rag ic devoXoppont in East Ban|ial fo l lauing mi l i tary 
oraokdayR in flarch 1971 laadine to ttis serioua protjlan o f 
mll l iana of paopla aasking refuse in our alraady ovsr-popu-
lafeed cauntxy. This in f low aoted as a sorlou© conafcraint 
on our ac»noffiic dt ualopmant* 
Tha fourth yaar of t^te plan was worst as the na-
tinnnl Incsoae rBduo«d ta 10322 o r » , raainly as a rosuit 
of raductian by In the agr icultural gmda* Si iai lar ly, 
tha Incncia from inUuBtrial sector tan raducad apecial ly 
froRi raining, cjuarrying, fijanufnotuirlng aerators, gae, ©leo-
t r i c i t y eto» whars tho raduction was by Tlio imports 
on tha Dthc;r hand at 106?.4 or* uara hirthur by 
raising tha coe f f i c i en t to 0,1Q« This inoroase in tho shnra 
of iraports froet national income was dua to sfcniae^tic ahorta— 
gae ancJ strain on prices, li i ich was i n i t i a l l y tha dctlaysd 
tiapact of tha largor defenco an ra l i a f axpeniiUiroa under-
taken Juring 1971 and setback In agr ieultural production fo r 
tha second year in auoceatiian. In oruer fea maet the shorta-
gae of supply and stabi l iae the pricas, largaT* iraporta becowoi: 
Oaaantialv 
4.7 Thara uao s l i gh t r o l l o f on tha national inc >»o in 
1973-74, when i t rose to Rs. 1991D but there uaa a great 
laap of 4 4 , i n tha import b i l l which nou stood a t Ra, 
29SS*3 or* This uas due to bad waathar Which increased tha 
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isaports of Foodgrains* no the r very important roaeon for 
thi f hlko in import b i l l uae thn high intemaUonal prioas 
of fraodgralfts and lapro than fouir-fold inorc^iSQ in th® in -
feesfnational o i l pr ices, Th© increase in the national incomii 
«0O nominal, tftsrcfore, the itsport coo f f i c i en t «a»8 to 0,14, 
indicating ®o incrnaE0 in the shars of iuipotto in the tota l 
national inocjme. The cmolusion derived fnra thia i s that 
too Bjy-ch de{-3Wdnnno on o t ter countries for dc3m»©tlo ranuirs-
sisnts leads to iat)alano©B in thn country duo to extsmal 
causes beyond the coyntry*D control» I f the country had 
boen sc?lf**BUffioiant at Itaaat in thn a^rlcultural goods, 
LIio hike in t^ ^^ ^ uarXd prinea uould noi; have cause-J suah 
drastic a f f ec ts on t'le, ibmmlXo 3cano»y» This casR brings 
out ttis import^ T^noe of import mibstitutlon vary c l ear l y , 
f o r G stabl0 ©conornyj i t .Is vary e'3f.ontial to dopend on 
in tomal resaurooa rather on extarna^ rcsoumss, 
4,8 in ardor i find just i f icat inn® far high import 
b i l l , i t i s 08'antial to study the import roultipliFir, 
i^ioh u i l l fihou how for tlie imports wore helpful in brin-* 
ging s tab i l i t y and grouth in the sconoay. 
TABLE: NO. 4 
on tho following pago 
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TABtC tjQ, 4 
XWPoyt HtiltioXiar during the Fourth Plan 
Voar Chano® In Watioaal Incntne 
(R8» Cr , ) 
Channo in 
Iiaporta 
{Ra, Cr#) 
Ifnport 
r iult ipl inr 
1 2 3 - 2/1 
1969-70 > 931 - 336.2 3.0 
197Q«71 • 881 V SI.8 17.0 
1971-72 260 •k 190.3 1.3 
1372-73 - 137 • 42.9 3.6 
1973-74 * SOB •I-1007.9 0.5 
t Cai3T3UtRd 5 Patn frrm Dullstiln on 
CurrESiny and rinanoe (1972-73 - ln7S-76 isauss), 
S«0 In 1965-7G, nation-al inconro inarc-.-:a0d by S.5'.^  and 
the impoHc. rrduaed h*' 17,Of. so th it chnnra in inco?r« in 
termr of rupeas uao of f i t , !7B1 or . and In ir.ports of Hr. 
326,? c r , uonsequontlvi thp import au l t i p l i e r alsa roduced, 
thaudh tha g to a feu r pact of f in rciuoti-ofi in itspart b i l l uaa 
due to f i l l in itaports af foodgrnins, 3ut sinou this iroprowe-
isent in aqrioulfcural sector irapnjtfsd tlvo industrial coctor 
too, uhori thm output inoraaaed by iraporta of capi-
ta l fjooda and ran material epecial ly agriaulfeural, aleo i o « 
duoaJ, Ham?3 thn import mult ipl ier f g l l from 5,6 to 3«0 , 
5.1 1970-71 r«0ordod a s l i ght ly l e » « « r iocroaeo In tha 
national inoome, that la of Rs, 881 or , atily or though 
the iaparta too Inoraaaad by 3,2^ or by Hs* SI,8 o r . The 
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iMport roultipllor, nov^rtheXeaF rtssn to Thie grnat 
increus© in tf"»e multiplir r imn ch io f ly b®cau8o, aa airoady 
at0t«d in paragraph 3»4, th» raatn cotnponenta o f Irapcrtc 
uere non-food lt©ins. In fnct foail iaparts rsiucori by 
bocEU»e Qf good output doffi0j;tically# 
5«2 The third year (1{]71-72) of t'w plan uhb a a r i t l -
a.;l ono as t-ie nafclonal innjiur. raoe narlnal ly by only^ 
that i s by sis* 2t0 ar» On tho othar hend linporte uare 
higher by 11»6;3, tihiah in tems i f rupeCiS tneanis by 
ISO.3 or* The sioy rata of ^touth in the natinnal income 
uajF thn rai u l t of aaar harvost, leaJing to a iiscraaea of 
in the incccc nnnaratintj froto m,ricuitural sector . 
Unfortunately, deapiLo larger incroaae In the imports, 
the m l t i p l i e r f o i l stoaply to This uae bccausa an 
the one hand, largcrir j^orts of fatjUnrains uore mads, 
teaandly, th« p o l i t i c a l uphaawftl laadintj tn nrsat inf low 
of rtjfugees yho ucrr. to bo providad yith food, aloo had 
a dntristental e f f a c t on the aconoiay^ canaaquontly^ though 
the Bhar© of capital goods and r^u nater ia l uas larger than 
foodgrains and othor conaumar gooJa, tho mult ip l ior f a i l ed 
to inoraaee« 
S.3 In 1 9 7 2 - 7 3 , the national inc^Ds daolined ^ 
that i s by RE. 157,0 or , uhile tho imports rose by 
or RE, 42,9 or. This decline in the national incr?ne uas 
due to decraaea by 6,7^ in the contritmtion made by ag r i -
cultural aaotar. Import nai l t ip l icr nevarthaleas imprownd 
to 3 , 6 , 
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5,4 Tha f ina l year af the plan (1973-74) uaa a vary 
cp lUca l ono» Th« riialn problew uoe tho sovoro Inf lat ionary 
prtis8ur©£5, ratelne the pricas by Th® industrial out-
put was almc.'Jt etaonant, rngisfertng a rf.se af only* 
Tho aQriculturai output also r,uffexei duo fco eavore oah* 
©pell during the uint^vz of ttfO ytj.ir* Hnnce thnro uac a 
auddan incraase in tliB iniports of fomlgrairis, spocinlly 
frtjm Argantina ani Conasquontly, dusplte 
fcTio r ise by or ffc. 10a7.«3 or , in t'm l?!iporta, the 
lisipott laultlplior f a l l to U,S, f a i l i n g tu hatfa any favour-
able impact on tho national inc^rae uhich incsroaasd by Rs, 
5fl8,0 er . only* 
5 * 5 T!IE ABOVE ©TUDY BRIR>QF» N».;FC IHN FAOT C L E A R L Y THAT 
Xt not t'.r^ itipart b i l l y^iich Ic vory i".port;nnt but 
actually tte cf^irjpnn'iitp rjf impnrt£^ ishinh arc af qtr-^t^'r im-
porianca* "uu/iure i f fJio import?, r.ra aainly of foo-Jcjrains 
and cunfsuiiiGC Qoodt?, the c'stjfiamy doBC not iuivt? any fav/nurabl« 
inpaov. In f ict j i 1; acts aa a hin-Sranco to tha nconopic 
grouth as in this caBc;> thn country'o fnonrjy in '-ho forro of 
futfiifjn uxcbtimju floua uut of tin, tountry uithout, in any 
uay» inorBasing trse national irvccme, laports of capital 
yoade £ipd rau material on the ot'ier tmnd help in building 
tho Bconoroy, Thsy prouide the countty u» tJi a sound base on 
Which depend© tha country's futur©. I^ uch irjparts help tha 
acorioroy aa they aro abla tn raise t'w nati mal incomo. But 
tSiia conclusion does not laad to th« fact that imports o f 
capital and investmont goods should be allowed without any 
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reservation* Xn the i n i t i a l stages tif economic development, 
the import b i l l i© bound ta ritse baoauoe oF increaelng r e -
quirenente of eapi ta l Qoode, which a developing country l e 
not able to produce doroestically* But once the country has 
been able to secure a stable poait ion, imports of these com-
Rioditiee tno ehould be discouraqed unlesr. the payisent i o made 
by the export earnings. The aim af a developing country 
should aluays bo to became a eelf'-'sustaineif e€S)nany uhioh i s 
possible only by encouraning doiaeBtie production, iwport 
substitution and boostinQ o f export oriented industries* 
Then only oan our ptconoffly protect i t r n l f f t on the adverse 
e f f e c t s o f axtnmal forcns* 
At this efcaQf, a study o f onimTJodl fy coraposition o f 
India'ii tradB tJRijomes InevitJ^blc* 
Cp|«yppditv Composition g f I-ipprte 
• Coftrmodi t i es 196^-70 1970-71 1971-72 1972-73 1973-74 
1. Consumer goods 23»4 22,0 18.7 14,8 22.6 
2, Raw Rater ial 38,4 38.0 38, i 39.7 41.2 
3. Capital goods 38.8 40,0 42.1 44.8 34,4 
j^pyrflp t Computed : Oata from R .B . I . ' s R«;:pQrt on Currency 
and Finance (1972-73 - 1975-76 Issues}* 
fi.Q The commodity ooinposition during the ent ire plan 
period, with ^ e exception of the f ina l year (1973-74) uas 
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quito aat i » fae tory since th« share of capi ta l goods ahouod 
an upward timnd i4ii le the oortauiner goods shousd donuard trend* 
6«t In 196S«>>70y anpl0 progress uas achieved in a l l franta« 
The output of a l l isajor agr icultural gooda Inorsaaed v i z * 
jutSf i!i86ta» cotton ate* Induatrial output maintainad a good 
rate 3f grouth* Ebnaat^antly national iiicfjmG roea by 
Total dsolined, but u l i fcheao factoris led to f a l l in 
tha share o f c msunipr rpoda uniah mm nuu 23*4;^ i ^ i l o th« 
share <jT capi ta l goods also f a l l to I t uas only tha 
chare of rau ma tn r i a l that incraasod fxtim 36*8';^  to 38«45S. 
6.2 The perfarwanca of the Indian eajnotay during 1970-71 
fcjuQ rattier unavart tJiough in tcrnje of ovnral l growth rata i t 
appBareu f a i r l y aat is faotory* llational incartie inoraaaed fu r -
tiler by taainly due to incroae® in th© production of 
agricultural gaode, speoiai ly foodgraine uhich recorded an 
incroaee of But unfortunataly the industr ia l production 
dMcreasad* Tha result of a l l theea factaro uas, according 
to OCCI*s data, the to ta l ioporte amountod to 3 2167 mn. 
that I s an increase of over 1969-70, But bocauss of good 
agricultural output the aharo of cansuner goods roducad to 
22*0;^ while that of capital goods roso t^ 4D«Q% and t^at of 
raw faaterial uas 3B.0%* This r ios in i mports, f o r tlw f i r s t 
tins a f t e r devaluation was by non-food itoms re f loot ing ths 
growing nosda o f industr lal ioat ion* Tho non-food imports 
together increased by eapscial ly iron and atse l - 80^, 
non-farroue natala - 62%^  chsmicals other than f e r t i l i esr t -
raw cotton - 2Q% anrf potrolsum crude and partly rsfinerf 
- Ths incrsass in tha importa o f iron and eteol and 
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}ion«»fafOuo m& because of ftpsoial e f f o r t s fflade to 
inport them due to expoft industry rec^lrealente* 
6.3 the year t97f*72t was r e l a t i v e l y a d i f f i c u l t year 
uh^ the agrioultt iral output reduced due to unfavourable 
ueatfier oonditione ieading to lese then inereaee in the 
netionai ineotne* But despite the f a l l in production of 
foc^aJfs^tt® th® chars o f concumar goods rcduoed further to 
10.7^ MIq the ahara of both capi ta l goods and raw material 
Iricroa^ed to 42.1^ and raspGOtively. 
6*4 Since early the aeonomie seene in Xndle was 
characterieed by a grouing concern about domestic prices• 
This was mainly attributed to tho delayed impact o f the 
larger deft^set development and r e l i e f expenditures under^ 
taken during 1971. fifiothar raason f o r tho price hike uas 
the setback in agricultural production f o r the secnnd suc-
ceaeiue year because of unfavourable ueather conditions* 
Tho to ta l import b i l l increased by fortunately despite 
low agricultural output, tho Bhera of consuroar goods f e l l 
further to 14,8^ ti^ile that of capi ta l goods and rau material 
rose tu 44*8^ and 33,7%• Cowmodity-yiee^ the r i se uaa grea-
tee t in iron and s tee l v ^ s e share rose by non'^ferrous 
metals inoreaeed by 2Q% and that o f f e r t i l i s e r s by 10^* The 
inereaee In theee imports uae o f f s e t by lower imports o f 
foodgraino and rau cotton 51% and 40% respect ive ly . 
6.S The l as t year of the plan (1973-74) had to face 
son 
in f lat ionary proseurcs, the prioo inor©asing by Tha 
foocjl situation in relat ion to demand remained c r i t i c a l , con-
sequantly i t© ititports had to be inoraaeed and that toO) 
alonQuith f a r t i l iBo rs an^ non«*forrou6 tnctale a t abnormally 
high intematit inal price* Total import© inorsasari by 
out of t^icih the Bhare of cansumar goads ua© 22»6t»* Th« 
share o f t^e raw material spec ia l ly agricultujcal, aleo rose 
to 41»2,:'» uhil© that of capital rjoods hau to bu reduced ta 
6«6 On the whole, i t can bo said that as far as coti3Kto** 
d i ty coJnposition o f iniports i e concomad, tho trend during 
the ent ire plan pnriod ahonHicI that the country uantect rapid 
econoiaio grouth uhloh i s pocciblo only through rapid induo-
t r ia l l aa t ion* This tequiros heavy eotphaais on inport& of 
capi ta l goods* Therefore, i t i s SBon th?t during the fourth 
plan, except f o r the las t year, when the circufflatancBB com-
pel led the country to increase the share of non<-^apital 
goods, the share of capital goods and raw material hau^ been 
la rger . 
6»7 To get the idea of tha exact reasone f o r r ise in 
Xndla*8 impttrt b i l l , the study o f index numbere, bot^ price 
and quantity hae to be studied* Thie w i l l shou whether the 
import® increaeeJ in tota l quantity or the r ise in the b i l l 
was due to r ise in the pr ices of the commodities imported* 
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Indttx HuB>|aege p,f IfnoortB (Baes t 1958-59 « 100) 
Raw Material Total 
& tobaocKi rod goods 
Qty. Price Qty. Pr ice Qty* Price nty. Price 
1963-70 75 156 154 133 63 1D6 193 161 
1970-71 55 164 159 136 37 213 209 177 
1971-72 40 167 182 145 135 175 211 180 
1972-73 26 196 164 152 125 135 211 186 
1973-74 58 251 295 224 12S 213 21S 241 
Sootoa s Computed 8 i3ata from R«0 , I . * s Report oti Currency 
and Financo (1972-73 - 1975-76 ISEUBB). 
7,0 In the tabla No. 6, i t i s seen that during 1969-70, 
th« quarttum indax of imports f e l l from 197 to 193 of the prev-
ious year, i4iila tho unit value inornaaed from 68 o f 1968-69 
to 161 in 1969-70, Coianodity-ulsQ the situation varies in 
d i f f e r en t eases* The quantity index of food and beverages 
and manufactured goods decreased to 75 and 63 respectively 
fron 147 amd 74 of t^e previous year but that of rau material 
rose from 135 to 154* The unit value of the f i r s t basket 
( food, drinks and tobacco) and raw material® f e l l from 158 
to 166 in tha former and from 175 to 133 in ths l a t t e r , while 
i t rose to 196 from 182 of manufactured goods* 
7*1 In 1970-71, a d i f f e r en t situation emerged* The tota l 
imports ae already stated had increased by 3«2^, which was the 
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outoORttt of r i « o in both c^antity and unit value of thase 
imports w!i«n the quantity indax uais 209 and unit value 177, 
Coiwodity-Hiiiee^ exofi^t f o r Wie f l r c t baskr^t of goods, ubera 
tlio quantity inciax f e l l ftotn 75 to 55, bath other contmodlties 
ragistared a r i se In both c^antity Index and unit value* In 
tho caao of raw material, the quantity index inoreaaad to 
ISS froia 154 of l^o provious year, s imilarly the unit value 
roBO frota 133 to 136» Similarly the unit value o f mwiufao-
tured Qooda rose to 213 i ^ i l o c{Uefitity index ross to 87* 
1*2 In the third year of the plan, tham wae further 
r i ee of 1 1 4 in the import b i l l * The index nunbnr indica-
ted that do spite the r i se in the actual quantity o f imports, 
uhose index increased from 209 to 211, i t yas the higher 
r i se in price index « from 177 fej 180 tiiich contributed to 
the high Iraoort b i l l * But tho performance of tne individual 
Qoode wa® d i f f e r e n t , ^ l i l e there use f a l l frow 55 to 40 in 
the quantity index of food, drinke and tobaocxa and r i ee in 
the unit value to 167 the quantity index of rau material and 
raanofactured goods increaeed to 182 and 135 respect ively* 
But in the case of rati materiale the r ise in cpiantity was 
acoonpanied by a r i ee to 14S from 136 in unit value alee 
i^areaa the tmit value of fflanufactured Qoods f a l l conepl-
cuouely froia 213 to 178* 
7*3 The las t tuo years of l^e plan made this f a c t c lear , 
that i t was mainly the r iee in the pr ices, yhlch was an in -
ternational feature that led to the r i se in the import b i l l * 
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In 1972-73, though t^s risa in the Imports u s nomin®!, 
that i s o f but the ent i rs r lss yas due bo prion hiko 
uhen tha quantity index r^a inod constant at 211, uhiie 
the unit value rasa to 186. Tho quantity index of fnod, 
drinks and txibacco, rau ma tori end manufaotuvod 
f » l l froia 40 to 26, from 182 to 164 and from 13B to 12S 
raepeotivoiy* On tho ottmt hand the unit value inoreasod 
in o i l tho throe oaaes, i t boing 196 in oaoo o f food drinks 
and tohacce, 162 in oa»0 of raw taaterial and IBS in case o f 
manufaotuvfid goods* 
7»4 Similar oas tho situation in the l as t year of the 
plan* The total i'Jiports had inoruasad lay uhioh uaa 
raainly duo to r i se in int^matirmal prices of alnjost a l l th© 
catmnoditios and ©peainily four- fo ld riao in o i l pricos* 
Tho unit valuo of to ta l iniports usnt up fro® 106 to 241 
though tho quantity index had rison from 211 to 216 only* 
Speaking csommadity-uio©, boltt tho quantity and pricoa uor® 
roeponsible fo r tho higher shara of food drinks and tobacco 
in the total importB as both tha Indicos roaa - th® quantity 
index riaing to 58 and unit value to 251, In tho case of 
raw materialf tho on t i r e r ise i s attributed to pr ies r ise 
since the quantity index f e l l to 164 v l i i le unit value rose 
to 162* Similar ues the s i tust iof i in menufaotured goods, 
the quantity index o f uhioh f e l l from 13S to 12S and unit 
value registered a r ise from 175 t«i 185* 
7*S Conclusively i t can be said that tho r ise in the 
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tfBport b i l l was ch i e f l y tho result of r l ee in the p r i c « « 
of theae Qoade in the uorld market* Nonsthelsssg the 
country*8 raquir«wcnt« had led to an incrGaoc in tho featal 
quantity of iroporta too# Th® uorld as a l i iole was facing 
i n f l a t i on re f lec ted in toxins of high price* But t^G i n -
otease In import b i l l taiuld hawo bean winiraised i f the quan-» 
t i t y o f goods ifflported had been controllad moro t i gh t l y * 
7«6 After th ie detai led study of tho trado situation of 
India, a study of tht? direct ion o f i t s trade should be marts 
so aa to explorf* the uariouo rouroos of trade* 
pirec^iortal Pifii,fcrlhut^it*n of Ipdla's.. twiio^gts, 
S.Sio , Hogion l o e M o 1570-71 1971-72 l£!72-73 1973-74 
1. E.C.W, 10.9 11*6 13.S IB.2 15.9 
2. S«3 9.5 1.6 2.8 1.8 
3. 16.4 16,2 16.1 17.1 17.2 
Afr ica 10,3 16.2 7.3 4.0 
S» North iinerioa 34.2 34.6 29.2 18.3 20.7 
6. Latin ftmarica 0,7 0.9 0.9 1.1 2.0 
7. Ooo^a arrd ^sla 2.3 2.3 2.4 6.8 32.3 
e. U.S.S.R, 10.3 6.4 4.7 6.1 8.6 
Total 100 100 100 100 100 
Saurea 1 Computed i Data from Roport on Currency 
and finanos (1972-73 - 1976-77 issuaa)* 
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8*0 Trade agrcjeiaents and trads payments arrangements 
eoiitimifid tt5 play an Iraptjftant wjla In axpanding and t j i -
vors i f y ing Infllo*® trade, though Iraportant aournos of 
isaports remained ta be Marth «marlca, European CoBswon 
m r k s t , E.F^T.A,, E^C.A.F.E, and East Europe. 
8»1 In the f i r s t ye&r o f tfia plan, 1969-70 the share 
of ' f r i e s , Ocaana and A©ia and U»S,S«»R» IncrBased while 
thoro « a « a l ight f a l l In the ©haras of the rest of the 
regioos with whloh India wae trading. Imports fro® Afr ica 
incraaaed ©uhstantially frosi 94«3 or , to Rs» 141.4 cr . f 
r i s ing i t a shero from to This yas mainly tho 
contributioft o f iffiport© o f ray castton, nashou nuto and 
other ray materialo ttiat renordsd a r i se* The share of 
Ocaana and Asia rase from to and that of U,S.S,R. 
inoraased natnlnally by i#e » from IQ.Of. to 1 0 , T h © 
share of E.C.n, reduced frow 12,3^ to uhil© that of 
E . f , T , a , and E.C.A.F.E, reduced to and 16,4!^ reenec-
t i v e l y . The ahare o f the highest iraporter - fiorth ^^mprioa 
Eleo reduced from 35#2 to 34,255 - the reason being that 
the domeatio agricultural output registered a r i s e , henca 
the importe of foodgtaina reluced « wihioh form the baeic 
importa from this region. 
8*2 In 1970-71, there uaa a a l ight change in country-
wicB distr ibution of itnportc. The ssharo o f T,! : ,^, which 
hwd shown a declining trend aince 1967-C8, revereed and 
i t a share increased to 11,6^, Similar was th© caeo of 
whose ahare rose to 9,S%m But the share o f 
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rsgiun f e l l furtl^ir to Uhlle tho 8har« 
of Afr ica cor»tinuBd to inoreaso, reaching tha IswoX of 
Tho sharoB of ta t ln iiumrlca ©nd North i'morica in -
oreaaod to and M»B% rospactiwoly. Tiie shara of 
Dttsana and Asia mainteined it© l eve l of But iifiporte 
fjfotn again roJutaed to 
8»3 Th© chauQC rluring 1S71-72 otiancisd ccwifapinuousl^di 
Imports F.tiouQd furthBT ImpravBrnQnt tJhran itn rhato 
in India's total Itiport^^ vnGa furthar ta IH.g'l* The ehairos 
Df E»r,T»ru and North ?lranrlcn f e l l oy a Qyaat anount. The 
Ghnuo of r •rhtcod to e very rmiolnal fiquvm nf I.G^ 
tilill.6 that of rJnrth fimarlca uas now liaports fro® 
fell marginally bringing tho charti lioun to IfulS, 
i4iii0 the Rharo of raducod s t i l l further to 
Latin Araerioa and Ocsarta and Asia taaintainud thoir share o f 
0.9^ and respaotively* Tha great^et inoroage in thQ 
share* waa that of Afr ica t^ich uas now 16. 
8*4 In 1972-73, the gtoatost oxporterr, ta I^dia wore 
the North America and E,C»n, countrlos uhos© indiv/ldual 
shars uas 18,3^ and though t!ia share of North 
Amarlca had ahoun a f a l l uhilo tliat of had inorea-
8od, The next important region uas E.C.ft.f.E* uhose 
ehar© ro»a to There? ua« a sudden r ise in the 
shares of U«S«S,H« and Oeaana and siay their ehare nou 
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bsing e. l f * and Uhile the ©urfdert chan^o of th^T 
/ 
reuarse arUar uas £i»rn in tho ousts c f / f r i c a ut-josB 
nharo f a l i tu tha rod^ botte^i lavol of frotn 
Uiis a c.light Inaronco In thn eharca of 
L » r »T » region nnd t.-itin rraorlon u5.th tho Itiynl rtoy 
reachod being and respect lV f ly . 
8,S Jn tho f i na l yuar of tho plan, tWi rinintj 
tPc?nii In tht^  liharu nf chan^sd an -^hnt tho share 
rFjd-uCtJd to GXrailai? uao the channe in tho ehsri' 
o f rsQion whose shars nau taas only, 
afi^ica'e iShiiTB rsducerd f^urthar tn white th3 Ehur^ tJ 
af increasfn! te 8*64 thrat o f Lai ln wnriwa 
to The aharc of Mnrih injproueU fuJ^thor 
to 20.7;^, tJie rfeason bsing hfaayiar iaipartii 3x foad-
gpains due to IDU ayrlcultucai ouqaut on thsi supply 
eiua and largo i n f l o y of r®fuQo&3 fro® Bangla Oe^h on 
deroand 8id«, yho uora to be fad and a iarg® nuinber of 
prisoners of war* The grtsatest changc recordad in the 
sntiiee plan uaa tha eudddfi and troffiondous rise in th6 
ehar© af Ossetia and to 32.3:16 from This yas 
not du© ta incssaac In tho quantum of IrBports but the 
four- fo ld rieo In o i l pr iras. 
8*6 To undffratflOid tha poaitlon bet tar , ue u i l l nou 
study the exact i^jantu® and tho pereantaga ahare of 
trade uiUt uarioua c»untri8& of tha uorld« 
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ymit HQ^  § 
Court t r i as 1960-70 1070-71 1971-72 1972-73 1973-74 
V*in Rs.Cr. 467.2 446.1 418.6 234.8 498.4 
% nhBm 25.S 27.4 22.9 12.6 16.3 
Uost Germany Mwin 84.0 1D6.8 127.0 172.5 205.7 
shara B.3 6.S 6.9 9.2 7.0 
^•in Rs.Cr. 283.6 225. 0 253.8 339.2 451.8 
% ahare 17.5 13.S 13.9 18.2 15.9 
F ranco Mmiri Ha.Cr* 23.7 21.1 37.0 39.0 7 a . 2 
% share 1.4 1.3 2.0 1.9 2.3 
I t a l y U.in as.Cr. 39.8 2B.B 24.4 35.9 49.4 
fa share 1.7 1.3 1.9 1.6 
y. in 131.5 IBa.l 30.0 38.7 52.4 
% share 8.3 9.S 1.6 2.1 1.8 
U.K. V#ln Rs.Cr, 102.5 126.0 220. a 237.2 252.1 
i* share 6.4 7.7 12.0 12.7 8.5 
Australia V»in Re.Cr. 31.3 36. S 29,4 33.5 43.8 
$ share 2.2 1.6 1.8 1.4 
Japan vr.in Rp.Cr. 67.4 83.3 161.6 178.5 259.5 
share 4.2 5.1 8.8 9,5 8.7 
y . ln Rs.Cr, 171.3 104.6 87.3 114.3 254.7 
% share 10.8 6.4 4.7 6.1 8.6 
Griuid Total of 
Exports R©*Cr. 1A13.2 1535.1 1608.2 1970.8 2523.4 
Imports Rs.Ci'. 1582.1 1623.9 1824.5 1867.4 2955.3 
Balance of Tfa^io • 168.8 - 99.0 - 216.3 • 103.3 - 431.9 
Sauref t Computed from the data available in R^B.I . 's Bulliitin 
on Currency and Tlnancv. 
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9*0 Table B yivea us a better insight into thit 
situation both tii© quantity af iittporta and tho ehareo 
of d i f f e r en t oountries are studied* I t in esen that dU'-
ring tho FourMi Plan, India uis Uiyersifyinu i t s trade not 
only easifaadity-njiaii but goorirapliically too. Henoe trad® 
agreeinento and differrant payment arrange®erit© uoro playing 
an iraportant rol® in this respBot. Etfory fm^v new trade 
agre^jaant© uerj: fjignod uitli yerious couwtriKr, r e f l e c t ing 
XndiB*e progress in d lmot ional d iverB l f i ca t ion , 
9*1 In iihe f i r a t year of t^ ta plan, 1969-70, trado agrees-
ra®nt uas concluded y i th Syrian »"rab Republic f i r the f i r ^ t 
tinm. Existing traJa ayrsements with Braz i l , Ureacs, Iran, 
Iraq and Jordim uarse extendo-: f o r Furthur pefiods* 8aaides, 
annual trade plems with Afghanistan, Hungary, Sudan, 
Poland, and Yugoelauia wera signed In terras 
of the axisting trado and paytsx '^nta agrsementei* But despite 
a l l thesQ neu agrosmante, oontinuad to be the ohiaf 
Bxportar to us, though unlike the pretfiouo plane, i t s share 
i^ OiMid a declining trend in the fourth plan. This trend 
uas evident from the very f i r e t year of the plan uhen i t s 
share reduced from to 29.S'^* This uas bQoauer: of the 
lower outlay on foodgraine import® fol lnuinq the improved 
dofiieetic supply poeition and the chief item doming freii 
UtS.A. i e foadgraine, 
9*2 This declining trend continued t i l l the l a e t year 
of the plan. In 1970-71, the share f e l l furthor to 27»4%, 
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In ISTI-^Ta i t uaf? 22.9^ and in 1972-73 i t reached the love l 
of Only In tho las t year of the plan, i t tQ8« to 
iWiough the quantum of imports from this ©ourco had 
alwoet doubled from Rs, 234.B or» to 498«4 cr* In th© three 
interwaning years, the ruduotinn in share can b® 
GCCQunted by tho decreano in the aid financed imports spe-
c i a l l y tapering o f f of comtnodity aesletanco of fmdgralns 
l ^ o r t s undor U.S. PL 4BQ t l t l o I proritaaoias» In fnot , tho 
Inprotfcd domoctio supply pooitlon wade i t poasiblK to doo-' 
reaso foodgraino import® by in 1970-»7t, in t971-72 i t 
reduced by 25^ and in 1972-73 i t f e l l by 51'^. In 1973-74, 
the share of inoreosad to 
9»3 The anm of Uest Gerrsany uas rathor Irregular* In 
1969-70 it^? share f o i l frotu to This uao bncause 
of continued progrosr in import subr^titutian and ipodorate 
tewpa of Invosteent ao t i v i t y Ind to n dRorcn^jo in thfj outlay 
on imports of machinery and htranepo7?t oquipmQnt, yhirjh ore 
tho chief inrports fron Uest Gerraany. In tho next throe 
years i t s ©hare started ricing to 6,5^ in 1970-71, in 
1971-72 and in lS72-73» This uas maatly becauee of 
the r i s e in imports of machinery and capital er^inment. But 
in tiro l a e t year of the plan, the imports of raachinory and 
tvaneport etuipeient had to be reduced by 8%, since the im-
ports of fondgrain» had to bo inoroas^jd, henoe the share 
of Uest Oermany declined to 
9.4 The share of raoorded a r ise to 17,9^ In 
1969-70, declining to 13.9^ in both 1970-71 and 1971-72, 
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I t Btiowed an Improvewent whan I t s share rose to in 
1972-73 but again f e l l to In l973-»74» A oiroiUr 
I r regular i ty i » ssan in the case of France uhoae sharo uaa 
in daoreaeing 'lorolnally to the next 
year* Xn 1971-72 i t improvod Blightly to 2*0^ and again 
showed a dsoUno to 1.9^ in 1972-73 rising aQain to 2,3:^ 
in 1973»»74. 
9.S The ccntrn3utinn to India*© tota l iraportc made by 
I t a l y Bhous almost the caise pattern as i t uae in the third 
p l w . In 19€9-70, the ear l i e r lavol of 2.5^ was maintained 
but In the noxt tya yeara i t «tarta:t f a l l ing - thr> lauol 
sroacbed bmim in 1970-71 and 1.3:4 in 1971^72. The 
situation irapirawt^ d ©lightly in 1972-73 uhon tho siiar«3 be-
oarao but in th© las t year of tho plan i t i'.r-aiti f e l l t 
r«3achincj thR leve l of Similar IrrsgulaPity ia wieible 
in the Bharos of ' ustralia and U.S.S.H, Foip the f i r s t tuo 
years 1969-70 and 1970-71, Austral ia 's share rose to 1,9^ 
and 2.2?^ raspeotiwaly but in 1971-72 i t euridenly f e l l by 
a larga margin to 1,6;t« I t improved s l ight ly in 1972-73 
when th© share rose to to fa. 1 again in 1973-74 to 
1,436« The oas© of Ruacia yas P.UC I that in 1969-70, the 
share roae marginally to 10,85^ from 10,0:^ of the eur l ier 
year* But in the naxt tuo years i t f e l l ta a graat extent 
when the share uaa only and 4,7^ in tho tuo reepective 
yeare* Then tha next tuo years again recorded a r i se , the 
share improved to 6,19S and in 1972-73 and 1973-74 ree-
peotively* 
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h f t e t the n«xt Important axportar to 
India In the foyrth plan la U«K, But contrary to thm 
eharo e f the forrnQty the eharo of U«K» shoue i r regu lar 
changos* In th© f i r s t year o f the plan, 1969-70, tho 
to ta l amount of Imports from this eourc* yere worth Rs. 
126«0 or* , the share being In the fo l l oy ing three 
yoar®, not only tho to ta l quantity but the ahare alwtt i n -
croaaad to 7.7;^ in ts70-71, 12.0,^ in 1971-72 and 12.7^ 
in 1972-73« In the l a s t year o f the plan 1973-74, deepito 
the r i « 8 in tho quantity of imports from Rs, 237«2 or . to 
fis. 2S2»1 c r « , tho chare f o i l to This ua» baaause 
« 
there was increase in thts tota l iojporte, out of 
which QQ^S r i se was because of higher iasports o f foodgrains 
and o i l importa fro® o i l producing countries who had 
raised the price of o i l f our - f o ld . 
9»8 The important place that E.r.T#A» countrieo held 
in the third plan was no longer the same in the fourth 
plan* £xoept f o r ^ e f i r s t two years, «4ien the share 
uae and reapactively, the csontribution frow 
this region was wary s » a l l . I t was only in 1971-72 
and 2,15C in 1972-73, then in 1973-74, tho chare was the 
meagre f igure of I t uae only Oapan uhich was emer-
ging ae an important trade partner in the fourth plan 
l ^ugh this feature had otarted in the three annual plane* 
In 1969-70, share of 3apan uae only 4«2^, but by th* end of 
the plan i t had reached the l e ve l of 8»7jC, and in 1972-73 
i t had even reaohec the height of In 1970-71 the 
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sharo uas and In 1971^72 i t was BmB%m 
S,9 A l l through the plan, on© feature that was conopl-
cUQua was that trade agraements and trade payments arrahge-
ments oontinutsd to play an Important role In forging cloaer 
econoiaic relatione and oxpandlng and diweraifying Jndia'e 
foreign trade. Ultb this in wleu, old ones were roneyed 
and freeh mm wade. Trade agseommta were made with 
Greece, Iraq and Gordon for further periods in 1970-71• 
In the earae yeart the traJe and payment arrasiQemante yere 
Biado j i t h Bulgaria, Czetshrtslovakia, G^Q.R,, Poland, 
and Yuqoalauia* Trada arranqoimints uera alsn made uith 
Franoe and an agrsQ«ent oaa extondad for f i v e years uith 
UgS^S i^Il* Trada t ies uxth A f r i ca uQn^  etratigIroned though 
exports to tula aourctJ raduoed and imports lncrea»«4 thereby 
increasinQ the trade d e f i c i t with these oountrlee* 
10*0 In 1972-73, India had special trade arrangement® 
with Hepal* fresh agreeraents were made uith Yugoslavia 
accfording to which payment was to be made in f r e e conver-
t i b l e currency* ^ three year prctocol uae aigtied uitti 
Poland. New arrangements were made uith Spain, Egyptf 
Bangladesh, France, U«S«S«R, and German Oenooratio Repub-
l i c . 
10,1 The diroctional pattern of trade during 1973-74 
showed that the adverse turn in the ovurall trade balance 
re f lec ted the oubetantial uidenlng of trade d e f i c i t with 
North Afaerica and other countries which include o i l pro-
ducing aiuntriee^ '^ bout one helf of India's far©!gn trade 
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takes place uith U.S.A,, inaludiiig U«f(« and 3apan» 
The share of thaao iTaunttiiia taken toQether uas 49^ in 
1973-74 as against 55^ In 1968-69. But not only Imports 
but exportB to those eountirles ar^ also larQfJ» In 1973-74 
aXane Xndia's export to thas© countrlaa was B2% of tha 
total* the Import from East European countries ahouad a 
awall dsoraaae tSi3ugl} i f j absolute tairaia tharo ha» been in -
oroass in rospoot of itonii; v i z * tnaehinary, f e r t i l i aa rB , 
paper and paper boards, mediGlna and pharmaneutlQals, zlm 
and aino alloya* The share o f countriea ahouod 
an increaas from 11^ te 
10«2 To expand, diweralfyincs and ctrengt^n tho trade 
relations an agroaiaunt f o r a cc5m(aoroial dsvalopwent pro-
Qraroms uao conaludsd uith redaral Republic of Gorraany in 
1973-74. Trada agrasraants were renewed with Egypt and 
Yugoslavia* Trada agrsarasnfea uith E.E^C, f o r deoreaa® in 
t a r r i f s on jute grjode and co ir manufacbtiraa uer® isade. 
Annual trade sgreaments uith Czeohoolavakia, Korea, 
Hungary, Poland, Rumania end U»S«S,R. also took place tha 
eane year* 
10*3 The aoute shortage of foreign exohang* in India 
eenpele i t not only to use i t f o r vary lioiited goods but 
also to explore new avenues for export earnings. Thus 
the ohoioe i s often uhother to get the imports from an 
expensiva eeurce or not get i t at a l l , tiiereas the naifi 
object ive ie to got i t from the oheapoet souroe, due to 
the importanoe of the i tef fs for the eoone»io devislopment* 
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Boeidost due to b i l a t e ra l tirade arrangsmerits l i t t l e ohaio« 
i « I « f t « Thu« the n«ed fo r u t i l i s ing advantageously the 
ifflpOFt onpaqity acquired through oxports brcomo© very iui-
portani. India 's tupma payinsnt agreement haa bosn tnainly 
uith the £a«t F-ur£3p«an taiuntriisa, which farms tho most dy-
nstsio 8©otoj? af i t s trad© eovsriog 17<»ia:C of i t s iixport and 
of i t s ijajferts. But unforiwnatBly during tho feurth 
plan^ India 's trad® with this araa started rodueinQf th« 
iraason i s that the major imports cfjmlng from this area ware 
that nf oapital goad©, th© dainand of which ie atagnant In 
India hBcausfl tan th® ano hanJ, India haa alroady dsvalopad 
adequate ospocity in eotae capita l midn producing sQcstora 
oapabl» of ©utiafyiriQ dcmsstia d r^aand and secondly th® 
doweotic daraiand i t s s l f has dampened due tso lagains invest-* 
iiiofit ac t i v i t y * 
But t!iD impartancG of other goods v i z * zinc^i copper, 
laad, mercury and sulphur in India 's imparts haa gram etQa** 
d i l y OV9E th« yoars due to traroendous growth of industry in 
the las t three plans. I t s s ign i f i cant that the iiaportar o f 
Cast Curopsan oountriB& aa suppliare nf these coiB^oditiss 
has been neg l ig ib le th'iugh U.S.S.R,, Yugaalavia and Poland 
can be nsjor suppliers of these produots at reasonable 
prio«a* As r ight ly suggested by H/S Sumitra Chisti and 
Prakash in their a r t i c l e ^Inipcrt Poss ib i l i t i e s Undo* 
Rupee Payment Agrsenents" that spec ia l ly U«S«S.R» 
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Yugoslavia and Bulgaria can supply tHes* i t « « o ae 
thoy havs ad^quato ptaiJuotian oapacity and tfiey are 
also siZQabls ©xportars, Basides these countrios 
are caiapetitivB henco they can ptovide uo with theso 
produots at world pric®^. 
10»5 I t uoulrf be wary beriQfiaial f o r India ^ have 
Btara of rupa« payment arrangnmofit with these countries 
in Mora protiuctn special ly the iraports of rau material 
f o r Qroup af Industrial uhoso f u l l e r u t i l i sa t i on 
dopends upon tho ava i l ab i l i t y of t-TOcn atratagic rau 
fnatsriale a t roasanabltj pr ices, 
10*e The oojoocjic u t i i i sa t ian o f for«5ian Qxchango 
rcsourca© depends a Int on various constraint© gowar-
ning the ava i l ab i l i t y af foraign axchang® rosourcas# 
For India I t ia advisable to hays such trade arrange** 
mmnts with mare countries to correct irabalanc® in tha 
trade paymant* 
10.7 In order to study the raasona f o r tha oonti'* 
nuous deterioration in the balanoo of trada, ua u i l l 
nou make a study of oemposition of imports so as to 
knou what caBJRwaditiQa yaro rasponaibla f a r fhm d e f i -
c i t . 
1 foraign Trade Roview - Quarterly Journal of I ^ I .F .T . 
SoptenrtiBr, 1969. 
n Q o 
S.So. IteRo 1969-70 1970-71 1971-72 1972-73 1973-74 
1. h c ^dfrains 20,2 16.6 10.7 B.S 19.0 
U) Uheat 11.6 10.6 6.4 2.6 11.7 
(U) Rletf 3.6 1.8 0.7 0.5 0.2 
Raw cotton & uast® S.2 6.0 6.2 4.8 2.0 
3. ^au j|tit@ 0.1 0.1 0.1S 0,1 0.4 
4, Fer t i l i aers Cruds 
& many 4.8 3.7 S.2 S.2 5»5 
S. Ciruaa PstCDXetjffii & 
Refined 6.0 6*4 7.9 7.8 14.1 
6* PdtrolaunJ products 2.6 1.8 4.2 ^ 3.2 4.8 
Dyeing & tannimj aat 0,4 Q«& 0.5 ' 0.5 0.3 
8. Dipuga and f^odiolnes t«1 t . 4 1.S 1.2 0.9 
9. Chemieal elonente 4.2 4.2 4.8 4.8 3.7 
10, Sase metals 1.5 1.8 2.1 1.6 1.9 
( i ) Iron & atacl S.1 8,Q 13.0 12.1 8.4 
( i l ) Non«ferrou8 raetalB 4.6 7.3 S.S 5.8 4.7 
I t . netal manufaoturee O.S 0.6 0.7 u o 0.7 
neohinery other 
than Electr ical 17.7 15.7 14.8 16.0 14.3 
13. Cleotrioal miohi-
nery 4.1 4.2 5.7 7.2 4.4 
14. Ttans^ort equipment 3.2 3.6 5.2 5.4 3.2 
15, Rai l j^ys & parte 0.7 0.7 4.1 4.0 2.4 
.^purcyl Computed i Data frois Reports on Currsnoy amd 
Finance (1972-73 - ig76-77 IBBUOB), 
12«a Table Mo* 9 helps in pointing out tho exact itens 
responaible f o r th@ heavy import b i l l leading to deterioration 
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of tha balancB of tvads duririQ the fourth plan* 
t2,1 During thsre was goad prograss an several 
f ronts, Th« output of a l l iraportaint agricultural good® 
inctflaaod, Induetrlal output maintained a goad rate of 
grouth* Hatianal income incroassd by B#5;4» Jaspite delay 
In the QURBt of Ktonsaon and definic^nt ra in fa l l in curtain 
areas in the i n i t i a l raonthr, ogri jsul^rQl production i n -
ereasnd. Output of uhnrtt inoreased by 1,4 mn, tono to 
20«1 «m» tons and output of r ioo incT-naaat? by 0.6 ffln# tons 
to 4fl»4 urn, tenjs, imp.0 The to la l output of foodt^raina 
inoyoosod to n9,B mn» tons, Crtnaaquently the imports o f 
f 'odnreins rymtaBt-; ancJ the , riiire in tata l itaports uas only 
and that of ricG to Uith threo CfsnseoutivB 
years af ^oad harvest tha food situ*ition in the cowntxy had 
iniprotfad and was quite comfortafal©. So f^a imnort^ eould 
bo rsiteioad, Thu imports of r ice cams mainly from Quxfia, 
Thailand and under PU 480 sohawe. Wheat cans chie f ly 
frein Canada, C U e a t Gormany, /Argentina, Aus-
tra l ia and Oeniaark* Output of cotton incraasod nominally 
by I .S^ and that of raw cotton by 1.7^. The increaeo in 
area and production was attritHjted to favourable weathor 
conditione at the sowing time. But in order to augment 
the supply position during 1969-70, share of raw oott»ii 
Imparts rose to 5*2^, Output of juta increased by 7*S^ 
because of good weather, substantial increase in acreage 
due to high f i b r e price and increaeod tempo of developmental 
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aotitflti«8« Uith Imptoved aypply position imports usi^ 
nciffllnal BO th© shata uas only 
1 2 . 2 TIIB ovorall RATE of grouth in industrial production 
was marginally hiqhar at i{!»t«ig major n»0Ups of 
industryi basia induotry raoor fed a Xouar rate of increasa 
at anairtst It.S^C in 1968-»69« Oaspltn th© lower rat« 
of inoreaSQ in f@rtili68ra« i t s importa reducad by 20^ so 
that nou th© eharo uae only A.BjS* Gutfut of iron and stael 
reaiained at last ysar^p. lavsl due to labour traubloe, lack 
of pfapor raaintanance and some tQchnolotjioal dafacts in on© 
of tha public asater Stool Plant# thuB iitiports had to be 
increased ea tbe ciharo roBo to The output in cheai-
cals increasisi uhlafi anablOif to retfucQ tha sharo to 
Capital goods industry recorded an absoluto doclino of 2,0^ 
ac against an inoroaa© of of ths aarl ior year* But 
there was significant iniprovoment in manufadture of e loctr i -
cal goods yhaeo i;harn in imports roducod to Tbo share 
of machinery other than olt ctr ical rose to while the 
ehare of transport »quipiit0nt and railway parts f e l l to 3,2^ 
and 0,7^ respectively* The growth rate in intarraediate goods 
md Goneumer goods continued i t s up trendy the sverali. rata 
of inoreaea being and reapeotiVQly, But otowth 
in petfoletM was alightXy lower at 8*7^ leading to a riae 
in i t s Bhare to and i ts produot to The output 
in "hamaceutioal decreased, the share thereby increasing to 
The share of dyeing anci tanning, however, was constant 
at 0*4^• 
O O t: 
O 
fen? the ««eond year in auoces&lon during 1970-71» 
agricultural production ahoued a hlghar rate af axpanaion -
BmA% yhi le favourabla iwaMisr oondit'ona havo no doubt 
piaysti a part in t ' l is , the e»t6n@ion of i r r i ga t ion f a e i l i -
t i e s and uss of batter uatcsr nananomcnt tODhniqueo, the 
Bxpansioit af aroa under high ylolding wariotie^: and adop-
tion af roodem tsdifiiciuoB on a widrr ccale have a l l contr i -
buted tss this progrsrr.. •J'-msQcwontly thw -iun-c r " food-
graina reduced further to The output of uheat i n -
craaaed by IB^TiC, the inoreas^ being sharod by a l l titajor 
i.tfiaat producing areas extsarfc Bihar, consequtmtly i t s ©hars 
roduocjd to raajor part oomlnn from undar Pt 
400 aqr0eia®it, tho rsat haing from Canada* A^ustralia, Argen-
tina and Ueab Garraany, DsBplts daoroasa in area, r i c « pro-
duotion inoraasad by S^, in a l l major prtsdudng eta tea ex-
cept ftndhra Pradash, Uast Bengal and flyaarfi* Thn share f e l l 
to 1.8/S, output of cotton docreaaod by l3«3lC dospits tiwBiy 
Ofnsat af wonsaons, becauaa of f loode In Gujarat and untinely 
raina followod by tnaQsive outbroak of hailntome in Baha-
raohtra and sand storm in Rajasthan, on Imports inoroased 
raising tiio share to Procluotion af juta raduead by 
beoauaa of d©craa»© in aroa undar cuitiuationt spo-
o i a l l y In Uaet Bengal and advarao uoathor condition®, Con-
onquantly, the share roan to 0.1^, 
12,4 There! uao conaxdarabia slackoning in the grouth 
rate of Industrial ou^ut during 1970-71, This docreaec 
i e Q«nGraliy attr ibuted to cshortagee of tau matarial* Xn 
ifit@stii0c)iate goods, the rata o f growth in patcslsuia r e f i -
nery ua® lou by the shars in imports r is ing to 
Amono the o mstioier goods industry, output o f dyeetuff ax-
porifinccd absoXuto dacreas©, leading to nreater ioportu 
lifiich ralsod th© share to f*artiXie0re output I n -
or eased by 21 share f a l l i n g to Output of rJruf5s 
and phennacautloala rataainsd stagnant f o r the Seeontf con-
occutivro year uhloi forced th© imports t^ fao inoroasod, 
raining to In chemical group in general 
output incroast.'l by yhich uas loss tlmn l a s t yoar ' e , 
so the imports uera constant a t Tho uptrend in out-* 
put of i ron and s teo l noticed sinoe t968 ttas halted tn 
1070-71, dscroasing by ^^TiU The reasona were disturbed 
indue t r i a l re lat ione at Jutgapur, Rourkelo and IISCO plants 
and inadoquate supply cjf rau inatr?rlol» Import® increaeed 
heav i ly , tho ahar© r is ing to Fngineering industry 
cuf fsred a setbaok because of ehortage® of iron and s t e e l 
and sluggish public sector intfoetanont and industr ia l unrest. 
The share of the base roetala and non-ferrouc raotals also 
roee to 1,8^ and 7.3^ respeot iwely. Output o f heavy engin-
oering goods inoreaeed by 40,5^ iJiilR t^iat o f e l e c t r i o 
motors and other e l e o t r i oa l gfinde increased by 33,9^ due to 
larger outlay provided* Con&aquently i t s share inoreaeed 
noninel ly from to 4*2^* The output of l i g h t fneohanl-
cal enginaering goods and machinery other t^an e l e e t r l o 
reduoed beoauee o f non-ava i lab i l i ty of raw mater ia l , but 
the i r aha re aleo reduoed to The output of 
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autonKibilas increased foy tha share rising s l i ght ly 
to 
12«9 This outlook oF aQrloultural production during 1971-
12 was quite oneouraging as ynathsr conditions usr© gansralXy 
favQurabls over the major part of the country. Foodgraina 
output Inoreaaed by out oF ifiich production of r ice 
innvBitund by and that o f wheat Inar^ased by 16«2;l# Honce 
th® share of foadgrain© imports rs iucod further to 
yhi le that of ric© anci wheat f a l l to O.T^ ©nd rsapEQ-* 
t i v e l y * Tho produotiion of cowooroial oropa^ houever, shouad 
3 mixo'J picture* Cotton and 3utB production reduced by 
13.3^ ench, thus thoir show) incressad though noiuinaily 
to and recpcctlwoXy^ The fnod situation had 
©asad not only boc-juso of gjrjd itaathRf but also bosauso 
internal nrocureroant of fnortnrains yas higher, rn f l ec -
tlng tho easy ava i lab i l i ty aystem introdunod and res t r i c -
tion on rootforaent of foodgrains rel'iKed. 
12»6 Tha perforwance of tha Indian ©conomy in Industrial 
eoctor during 1971-72 was rathar unaatisfaatory# Industrial 
production in general contracted. Pries continued to be 
under preaBure, The magnitude of tho doinand oxnanoion wao 
great special ly because of d e f i c i t financingt another rea-
son being Uie goviemnent attempts to raise the tempo of 
deuelopffistfital a c t i v i t i e r , Houevery the Rconomy would have 
ooped yith i t but f o r tha aoarcity in key comtnerolal » ec -
tera vi3c*t iron and cteel,, non-fesroua isetala, coal , cemnnt, 
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papor and i t s pmducts^ f e r t i l l o a r s and tiraneport uto. 
This lay pfirfanaanov IbH to highsr iffiporta* hanctt ths eharo 
of ffsrtl i ieo]? voQQ to o f potroXoun crude to 7*9% and ' 
petfolaua pi^dueta to A.S^ S^, In tha dtemicals group, the 
output of dysBtuff Improved s l i gh t l y , enabling the chare to 
be reduced to O^S^* But th@ output in Qenoral uaa low hence 
the govamffiant ua© forcsd to inoraaBo i t s liaportc cpaclally 
that of soda ash, tha Import of which t i l l now uao on the 
banned l i s t , with tho conaoquenco that the sharo of choal-
oal olements was more toan doubled - bslno In the 
oonauroar goods, tho output of drug© rswained stagnant for 
the eacond year raising 4to »haro to 
12»7 The downtrand In the output o f Imn and stetil u! ^-h 
started In l970-7t cmtlnuod In lg71-72* The reasons were 
Insu f f i c i en t supply of raw material and tho inadoquate 
preventive ttaintenanca and capital repairs and f r a q u ^ t 
break-doyns of plants. This led to a a ignl f loant r ise In 
the chare of iron and stse l Imports t® IS.OjC, Similarly 
the share of basa metals roso to The share of non-
ferrous metals, however, daollned to The Qut^ut of 
nachinsry other than e lao t r l c Iraprovad due to Improved ln«-
vestaent spaolal ly In tha public seotor . Therefors I t s 
imports raducad leading to a f a l l in the share to 
The ahare of e l e c t r i c goods and transport equipment rose 
to and One of tha goods uhosa Imports Inoraased 
by e large magnitude was railway goods uhone ishare rose 
fren 0«7^ to 
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12*8 Since early 1972, eeanomio eoen* in India has 
b0t3fi oharactarisBd by a utoving conceirn about domestic 
priC0» Orto of the reasons uae the setback in aoricultyral 
praduotion, whiish was adversely a f fected by rieficiant and 
tmevon ra in fa l l during tho kharif season bncauso of tiiich« 
5t aireas in the countty experlenoad dmught conditions 
of wajeying intensi ty , being opeciaily aeunr© in Gujarat, 
ftaharashtra, Hajast^an, Andhra Pradesh and Wyeors. BeeldeB 
this, there uere also flaads in Ganges an 1 Brahamaputra 
plains and two euocoesive t idal yawos in Orisca causing 
daraaoes to the stonding crop®* Fortunately t^iis loss uae 
cowpetlsated to eonie nxtent by rabi crops uhich wa® helper' 
by Mideeprcjad rains except in Gujarat, Plaharashtra and 
parts of Hajasthan. Coneequently the imports of foodgrains 
could be kept in chock. The share was only out of 
uhich ua© that of r ice and of uheat. Rice was 
iroported mainly from Surwa, Thailand and Egypt While trfieat 
caroo from Argentine, Canada and U,S»A, Output of cetten 
and jute alee suffered a setbeok becauae of sdwerse weather, 
special ly in taejor cottsn growing states v iz* Andhra Pradesh, 
naharashtra, nadhya Pradesh and Hajasthan, The share e f 
jute was constant at O.ljC and that of cotton reduced to 
A.SSt. 
12,9 There was a striking advance In the growth rate of 
industrial output during 1972-»73 boing This was 
shared by a l l groups, the noat mailed Increase being in 
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hauls induBtffies. Can»u®es igoads imiuetries as a uhol« 
shoued a Giartjlnal lOTprenremont du® to pick-up i i Wie ^vouth 
rata of non-Juffabl©s« Thero ucre oevnral reasons far this 
Iffiprovewettts-* 
f i r e t l y » tht^ po uaa couifortablQ sunply af soma agrobasBd 
rau matmviaXBf 
eoaandiy, re lat ive ly tndusfeiflal investment ©pa-
cjially in the public ©eotor, and, 
thirdly, inprovod induetrial rnlafcione* 
13»0 AnKjnQ agrictiltus^l based rsu mat«?rials, the supply 
of taw 3utn artd csJttcm uas largts cflauah t i Induoe higher 
output in toxt l l© Industry uhiob led ta a csoatar domand 
and thu© output of dfienicala and fr?rti l issru ytioro the ?is0 
was and IB^B S^* But bocausa of the rirGatcir demand, the 
imports incroascd, rjiiainf? tho diartj nf fs j r t i l i s t j fs to 
Thrt output of patroleUKi and Itn nrts Juct InorBassd by and 
6*2% rsspootiimly. Consequently thair shate rs lucad to 
and ro»pt3ofciv®ly# So did th® sh^ire of drugs f e l l to 
1.2% while that of dyes to f f raniainad nfc The shar® of 
ohomloal alenonta raduaod connldarably to 4»8l from 11.9^, 
Th« output of iron and s tee l sh^ued marked Iwppavowant be-
cause of gpovBmiBent maaeuraa tn improve the perfarwanco of 
Btsfll plants apaoially in the public smtav. These uorot-
(1 ) ftpeoialised repairs of coke ovansy 
( 2 ) me of a l t emat i vo f i s l de to »up|llB«ant saa ava i l ab i l i t y , 
(3 ) battar maintananoa to itupnive aquipraent ava i l ab i l i t y , and, 
(4 ) apoady corrf^otion of existing imbalancoa in product!an 
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f a e i U U e s eto« 
Menow th» output of imn and steal Incrsaswd by 
tho ma^or inoreiaaQ beinn In thmo plants of HSL. But 
the 8har» af i t s Import© reduced by 12.1^ only dun te In-
OTeasati industrial dii«iand« The share of non-ferroue matalSy 
mm to and that of nstal manufactures to sn did 
th® ©bar© of ctaehinery other than a lec t r i c roeo to le^OJJ, 
Output of l i ght s leo t r ioa l goods Inoroased by 26^, but dun 
to eluQQish investment act iwi t iss in th0 hyd«l p ro j « c t « » the 
produotlan a c t i v i t i e s in huavy a lnctr lo engineering remained 
loWn hoitoo their ii^-porte incroasod, th® sharo being 
Similarly the ou^ut of rai lyay wagona increased by so 
i t s share reduced to while the aharo of other trans-
port equipment inoreaaed te The share of baae metals 
rerueod further ta 1,6^, 
13,1 Th® fnod situation in relatian to the demand remained 
c r i t i c a l in 1973-74, consequently the praasurs on foodorain 
pricoa continual unabated• Tha faed output was 103.6 »n . 
tons again at the target of 11S «sn, tans. The to ta l importa 
increased by 56?C ever th® l e ve l of 1972-73. Imports of 
foodgralns alone inomased by Rs* 392 or* so that i t s share 
in total imparts rose oonaiderably froiw 8»S36 to 19,05C, The 
output of wheat, despite good ueatJier and ra in f a l l during 
sewing period, suffered from savare c» ld spe l l during 1973-
74 and acute shortage of f e r t i l i s e r s consequently Uie output 
of wheat registered a csonsiderable f a l l , i t s share had te 
be raised to 11•7^. fortunately output of r ice inoreaaed 
f v e « 39 Mn« tons to 4S nn« tens that ia an increase of S.5%,, 
henee i t s inperts reduced bringing the share to The 
l i^ irts of rius es«iti mainly from U«S*S.R«, U»S«A« and 
Argentina* In non-foodgrain category aXJL key cmmv^ 
o i a l or«p& Incteaeed tlieilr output* Despite decveaee in 
ama in Punjab, Tamil Hadu, Pladhya Pradesh and Baharaohtra, 
the output increased to 6 7 # S iirn. tons* Th0 reason U«e that 
this decieaea ua© raore tlian e f f s o t by inoreaee in area under 
Andhra Pradeshi Oa^aathanj Gujarati Haryana and Kamataka* 
In fac t , th« output would Have b«i©n greator i f soma Qf the 
o « lp had not baen d®raag©d by floodr. and er ra t i c ra in fa l l s 
in same etatos* Thus i t uae poealble to reduce the imports 
of ccttuni the ehar© f a l l i n g to Tho output of jute 
tao inoroaaed bac^uSG cif favourable usathoi: conditions in 
fftajor jutB gtouing states combined uit^i favourable pre-» 
©owing prinSB and intensive davalopment e f f o r t s maulting 
in inorsae® in huth area and y ie ld* But baeauss of the 
dwnsnd prsssursi i t s imports had to be raised so that i t s 
share uas now 0*4^* 
13*2 Overall industrial output rotfialned stagnant, shouihg 
a nsgllQibls r ise of Except for capital goods indus-
try which rscordf^d an axcaptlanally high rats af grosHh of 
13*7%, a l l other groups sxperiancsd sither abroluto daoroass 
or stagnation* Th® improvomsnt in capital goods Industry 
arose from bettor parforAsnos in hsavy e l e c t r i ca l and non-
e lec t r i ca l engineering plants of the public sector* Con-
es c^sntly the share of the two f e l l to 4*4^ and 14*4^ res-
peativaly* Besides, heavy engineering industry, e l l the 
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indust f ia l output InorBaead, Hailuay uaQotiB* output In* 
oremoii because of ardore piaood by tallyayB in 1972«>73 
h«iQ0 i t s imports f e l l to a share of Tveaisport equip-
ment output too inoreased eo that it© eharo f e l l to 
8ut the othor industrial output picture hao baon of etsgna-
tion due fJ oumulative impact i f shortages and tottleneeka 
In a feu c r i t i o a l eeotota v i z * iron anc$ @teol» non-ferrous 
» e t a l s » coal and petimlotm products and peuer* The output 
o f iron and steal decreaeed a f t e r l as t year ' s reco^eryi 
production of s t ee l daoreased in almost every steal plant* 
The aetbnck uae because o f t -
(1) poi^r shortaget 
( 2 ) inadequate ava i l ab i l i t y o f coa l , 
( 3 ) dieturbed induetr ial relatitsns a t Ourgapur and to eone 
extent at nourkela» and,^  
(4 ) disruption of raw raaterial eupplia© resulting from d i s -
location in r a i l movement due to str ikes* 
In vieu of such a situatiani imports were planned te be grea-
ts but in actual quantity they decreased tm the share af 
a»4%» This developraent uas the result of tmrld-uide shor* 
tage of steol and hlQtier international prices* Similarly 
the share of base metals f e l l to and that of nen-ferreus 
netals to 
13*3 In the chetoieals and chemical products group» the 
output suffered a mild setbackg decreasing by 1.7% nainly 
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tti© ra»ul t of decr«a»8 In th® output of conaumar goad® 
viz, drugs an^ i phamacauticalst soape a te . Thti laiprece-
dental Intsrtjaao in pricc af intomsdlafce products and i n -
Qdei^ata ava i l ab i l i t y of oruolal rau matorial uartj ffiajor 
oonstvainto on f u l l e r u t i l i sa t i on o f thUiBO induotrleo^ 
Oui^ut of dy© and dyastuff incircased by tHo share 
of liBports f a l l i n g to Th® output of f o r t i l i s e r s iw-
provsd but at a sharply d«croaslng tatc - 7^7$ against 
o f l a s t yuajp* Henc© tho inopoased marginally to 
The eharo of pot-tolaioi crudo and i t s proiuot rose to 
nnd raepactlyely. But this: sharp inersacc in tJio per-
C3ntafj8 aharo of tfi^so tuo itsiae wao not bocaueo of tho r ise 
in actual quantity, but dua t j f our- fo ld r iao in in toma-
t ianal pr ice of 0 i l » A© ea r l i a r stated, tho output of tho 
drugs had reduced, yet to chock the r i se in import b i l l , i t s 
imports oontjntHad, Consoquontly i t s ahare in to ta l 
irooorts f a l l to as tho aharo of choraicnlo reducsitf to 
3. 
13.4 ^h® study o f th« ooffisaQdity twiajposition of India 's 
iraporte during t^ 1o fourth plan siakeu this f ac t evident that 
India uas not indulging in unneoosBary isiiporta* Cxoapt f o r 
th« l a s t year when import payraant of foodgraina roea eon-
sidarably, uo » «e that the accant ua» worn on capi ta l goods 
vHnioh ahoua that imports uoro QB ired t ^ dovalopmant only* 
Th« las t year of tho plan whan imoorta of foodgraina inorsa-
aod troitiondouely uas an abnormal yaar In savaral raapeote. 
F i ra t ly the agricultural output had auffarad a oatbaok* 
O 3 5 
But tfie eituation wswld mt haw® tJB©n as bad, i f the prestturo of 
the dtfnaiid had not incifOaBed* Thera was a greafc Inflaw of re -
fj?o«» aanglad«Bh« Basidea^ India wa® ccmpalled to f8«d 
the large nuadisr of priaonairs af war who UBFS oaptursd during 
the Indo-Pak tsar* Th«s© factors couplBd uith Increaso in i n -
ternational prices of foadgrain© led to thiu great upsurge in 
the total ImportB speciallvf thct ef faodgsaioa. Tho other year© 
oleariy ahou that since di'.vBluatian the rista In impttrt b i l l was 
mty low and out of the tota l imports the greater »har® ues 'Of 
capital ooode and rau matsrlals uhinh uore v i t a l l y important 
f o r the econaaio grouth of the country. 
13»5 TQ S'J© hiiu fur ihsoe trenJc af iaptarts was hslpful to 
tha economy, a study of India*6 terras of trad© should bo wads. 
The affticts of tl^ a aow»Ri8nt af tGi!isi& of trada on the balana® of 
payments IK nf Qreat Ifflpartsnc© ai: i t dstsminae tho future 
trndo pol icy• 
Teytnp, ^f Tyqdg 
9aso 8 1968-69 » 100 
Psried Ejtporte Iroport© Terns af Trade # 
Itf Plan 
(1i 
QuaflttM 
Index 
(2 ) 
Unit 
Value 
Uuantun 
Index 
(3 ) 
Unit 
Valuo 
TTo tTy 
(4 ) 
1969-70 143 104, 128 100 64 104.0 
1970-71 153 106 127 100 82 112.4 
1971-72 151 108 139 93 98 124.3 
1972-73 168 120 133 97 83 148.5 
1973-74 174 146 148 138 91 132.S 
Souro t ColuDfis 2 and 3 t R«a , I « «8 Rsport (197S*76) and 
OCI & S* 
Column 4 I Caloulatad* 
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t4,0 Table 10 gives a c lsa t analysis of the moviaaeitt of 
t » r «8 of Tbn Indsx chosun far this analysis ar « the 
neu ser ies oonstntoted by OCX & S wltH 1968-69 as the baas 
yaar* These f igures Indloata a fa\iourabls movsaant In both 
comroodlty and Income terms of trade, Thara Has been a steady 
Inoreas© In the prices o f exports frosi 1«92SS to 21 Im-
port prices too f luctuated except f o r the f i r s t two years of 
plan \JhBn they remained stagnant at 100. tn 1571-72 im-
port prices reduced by 7*0j£ but in the l a s t two years they 
again increased^ In 1972-73 the r i se mn only ©f t^iereas 
In the f i na l year i t shot up by 42*3^* The steady r ise In 
the expert prices atartad with 4,0^ In 1960-70* In the next 
two years the r i se was nominal that i e by 1*92^ In each year-
But since l972-73» the rate of r i se was greater being 11.1% 
In 1972-73, and 21,67^ in 1973-74. 
14.1 The quantum Index of exports also recorded a cent l -
nueus riae except f o r the break In 1971-72, yhen frem 183 of 
1970-71 I t reduoed im 1S1. But otberuise from 1969-70 uh«i 
the index was 143 to 1973-74 i t had reached the leve l of 174. 
On the other hand quantum index of imports uore i r regu lar , 
fron the l eve l of i:m af 1969-70, i t declined to 127 in 
1970-71. In 1971-72 I t increased to 139 f a l l i n g again to 
133 In 1972-73. In the f i na l year ef the plan i t Increased 
to 148. 
14.2 The tenas of trade have Improved in the range of 2^ 
to 69S. But there i s a deterioration of 11.0^ in the year 
31'i 
I972kt4 ovar the ye&r t972«73, SijaiiarXy the inooma toiwa 
of trad® have tsowed. Tho cowtnodity terms of trada dacXin«d 
by uhan i t mm 84 in 1969-70, I t f a l l to S2 in 1970-71, 
reoovaring again by 19,S^ in ig71-»72 at 98* In the fourth 
yaar of th© plan I t again reduoed by IS* !^ to 83 and f ina l l y 
in 1973«»74 i t iffipjetved to 91 (by Th© ineoms tarns of 
trad® iiBproved by and in the f i r s t tx^ yaars. This 
upU53rd trend continued in tho following ytara ufien thay 
yare 1A8»5 and 124*3 in 1972-73 and 1971-72 rGSpectiVBly, 
0ut i t euddaniy datoriorated by 1 1 i n 1973-74, f a l l ing to 
132, 8, 
14»S India*© terras of trade injprntfed fot toroa years for 
tb® eiraplo teaaan nf uorid-wide in f la t ion which had i n f l u -
snooti «oBJ» of India*a major experts* Th««® goods includ® 
f i » h and f l eh preparatiin, f ru i t s and wagotablea, oilsaada 
and o i l cakas, animal and voQctable oil© and f a t s , laathar 
and i t s manyfaoturee and taxt i la f abr i c » » 
14,4 I t hao baer* af general bal iaf that terwa of trada 
uhieh raeaaure the gain® from trade mouo adversely for deva-
lopins eotrntriaSf This la bacauas thaaa oountrleil axpoirta 
consist mainly of primary products uhoaa prices nra dac l i -
ning in world narlcat, leading to transfer of rasouroas frsis 
davsloping ooufitries to tha davaloped countries, Secondly 
the ins tab i l i t y in tha prices of export ^ ods retards the 
eoQvioroic planning of these countries, since these devaleping 
countries depend a l o t f o r their income, enploysient and 
govamnant resources on exports* I t i s also an important 
mmet&t of ttieea ooanoiBias* 
14»S To wftdorstand the axaet offeofess of t«rma of trado 
BiQVsiRgnt Qfi ttte baXarteo af paysiontsf an anaXysiQ nf t^e im-
pact of torms of fjn the ffiroinn oxchanga flnu beeofoos 
inevitable* Thl« study gives a better idea of th€? Qaine of 
forelon trade foi? India # 
j m o S j ^ j d i A ) 
Base I 1961-69 • 100 
Year Expert eaminga TTo % change foreign nxcHang® 
(Ra* Cr») in TTe flow (fl©»Cr*) 
CD (2 ) ( 3 ) ( 4 ) <s) 
1969-70 1413»2 84 28*8^ - ^ 7 . 0 
1970-»71 153S»1 82 - 2*3^ - 3S»7 
1971-72 1607,0 98 • 1 9 * ^ • 313*3 
1972-73 1960.8 03 - 13.3^ - 300*0 
1973-74 2411.2 91 • • 231*4 
Total - 198.0 
pourop s Column 2 I Raport on Currency and finance 
(1973-74)* 
ColuHine 3 - 5 t Calculated* 
15*0 The at)eve table ahowa that in 1969-70, despite the 
r iee in experts to f^s* 1413*2 c r . « the tema of trade deter-
iorated by 28«8^ t^iereby the foreign exohanqe reeerwee 
t j t J 
rvdueod 4Q7»0 or* Similarly* tho t iae in exports 
l i 19?!3-71 f a i l e d ts Issprova the cowiaodily tarms or 
trade tjhitsh reducud by and the foreign QKofiancjo 
o l «o rsduosH by Re* ct* The th i fd of 
plan uas bettor ESS tho tame of ttado rogistorod an 
Iraprovmaant of no that the foreign exchange f low 
aleo inoraaeod by or* But a otoator ri®e in ox-
ports in i^&etl yao now at 1960.B c r , f a i l ed 
to help fcho toriae of trad© yhlch rodueed by te 83 
leadln© to a detarieration o f 300.0 or* in tho fore ign 
eKOhaft§e f l o u . Foftunately the f i na l year of tho plan was 
bet ter einoe ytfch the r i se in exports at 2411,2 
o r » , tho term® of trade iaprowad by at 91, thereby 
rat»in«3 the foreinn exehaiiQe f lew by Ra. 231.4 o r . 
During the ent ire plan perlod« the tarae of trade ehoued 
an adverse fflovementy resulting In the lo ts yorth Re* 
198 o r . of the foreign exohange. 
15.1 To throw a l ight on tho exaot nature of reasone 
reepenaible for this advarae movetsent of terms nf trade 
and thereby leas of foreign exohangs, the study of i nd i -
oee of expert and imperte together with the teme of 
trade» would be helpful* 
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Baee S 1968*69 - 1 0 0 
Year Unit v^lun Unit value Cxpoct ^ Forolgn 
^f .xpurte af i ^p t r t s f - ^ J ^ S f 
1969-.70 104 100 1413»2 84 104.0 - 407,0 
1970^71 106 100 1S3S,1 82 112,4 - 35,7 
1971-72 106 93 1607,0 98 124,3 313.3 
1972-73 120 97 1960,8 83 148,5 - 300.0 
1973-74 146 130 2411.2 91 132,2 • 231,4 
T . ta l - 198.0 
Seugjca I (1 ) nepost on Currency and Financo 
(19T&.77), 
( 2 ) Caleulatod. 
The abovB tablo ahoya that in 19fi9-70|, the I n -
ptQtfeiBtfnt in the in4«x of ax^iorte improveii the incons t&rme 
of tracla by the Index of imports r«wain«d c o n s t a t at 
100 but th« oommociity terme of trades doclinad by 26*8^ resul-
ting in th9 loss gf 407«0 or* of foreign axhdnage flow* 
£xo«pt fo r the l a « t year of the plan, irfien income tefma of 
trade reduced by 11^, there has beon a steady r ise in the 
fioxt years of ^ e plan period. The moveaients in iJhei oommo— 
dity terns of trade were i r regular as already explained in 
th@ ea r l i e r paragraph* 
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StMwnlng up the ent ire pXan» I t oaf* be saii^ that 
exoopt for the las t year, which by every de f in i t ion use 
net a normal year foreion trade did help the eimneiRy* 
In faot i the ©Kport eeotor cjave e much better performance 
than in any other plan because of mtitsm expart oriented 
trade po l l e iee and ettport promotion eohentee^ The import 
poiioy tQti vn^ reatr iet ivt j BO that in tha f i r s t four years 
of the plartf th^ share of non-i3rtidueti\/© icjporto - food-
Qraine, continyouely reducedt Uhatever r ise viae registered 
in the tota l imports yae due to basic rau nater ie le and oapi< 
ta l goods whish in the lang run helpe the fjcononiy. During 
the f i r s t four years of the plan, foreign trado helped in 
building up the capital stock. But the last year of the 
plfiai uipsi o f f a l l the ear l inr additions* TTie four- fo ld 
inoreaee in the o i l prices and the higher prices of food-
grains were ch io f l y reapeneible f o r thio deterioratian, 
16#2 According to the estifJatos of the deter io-
ration in tame of trade of a l l the dsveloping countries i e 
only over the period of t969-70. There uae a « i « i l « r 
deterioration in the terme of trade of the advanced coun-
tr ies too^« 
16«3 But UNCTAO ppeeenied a d i f f e r en t picture* Their 
eetioatee ehou a det^rloratian in the torma of trade of 
the developing Ceuntriee while the terras cf trade of the 
advanced non-oil producing countries improved by 
2 Annual Report 197S (yoehington 197S) 12-13. 
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UHCTAO report further atatau that do® to th® date r i o rat i of* 
In th© terffla o f trade of the develaplriQ countries the f o -
reign ©xehaftg© Jloes has bean greater th© to ta l inf low 
of fore ign aid to those oountrioo^* 
16»4 Even thnugh tho fore ign trade sector contributeo 
3 neg l i g ib l e f rac t ion of India*c national inoow©, i t has 
a vary c r i t i c a l ro le in uetortninint! tha l e v e l of econoiaic 
ooHuity^ Theruforc, sine® any aiotfa®©nt in tonne of trade 
do^noinee Indla*s capacity to iiaport, i t plays an important 
ro lo in f os te r ino arowth, 
16,B Thn fauouretjlB raoyfjmeni In Ind ia ' s tfjrms of trade 
during tHie plan had helped India to sam wore foroigf* ex -
oh2nee# But the doteriaratlt jn In 1973-t4 ha© oausod a huge 
loss which f a r exoeedut' tho gains. The futTE? of Indians 
terms of irado ia not ©xoacted to be bright* The i n f l a -
tionary iiressuree and trends in econoiaic uorld would ease, 
raduoing the expert pr ices , desideet Ind ia 's exports are 
even nou exporlonointj ins'jyibil ity in pr ices , 
16,6 The only eolution to t^ ie problQii i s to diverse i t s 
experts and restructure the distr ibutiDnal pattern o f pro-
duetive resources so that from eectore whore fore ign ex-
change rea l isat ion i s declining or uncertain to those uhere 
the rea l isat ion it higher ana more shablo. Government's 
pol icy tofancourage nxparts of manufacturee and aewi-
3 UMCTAO - **Trende and Po l l c i e e in the f i r s t four years 
of t^e second doveloproent decade," 
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nafiufaetureai w i l l holp to attain this end* But this so* 
lution requires complete oot i i l i ty of pitictuotive resouress 
which iti nearly inpessible f o r a e8mi«-indu8triali88d country 
l i ks India* I t i s aXl tha mora d i f f i c u l t in viau of tha 
f ac t that the ^raatar bulk of fore ign exchange eamin^a 
cemes from experts of these ^ o d s uhoee pricee are most 
susceptible to f luotuations* 
16«7 Therefor© the next faas ih lc solutirin i s to co«bine 
resource a l locat ion po l i c i es uith spec i f i c measures de-
signed to reduce price fluotur^tione of t^e sensi t ive 
d i ty groups* But this solution also i s not easy as India 
at present does not have monopoly of any export good. 
Consequently i t i s not easy f o r th© country te have a csw-
plate control ever the price f luctuat ions. Ours i s a 
country of slendsr foreign exchange roserves. The raain 
reason f o r scarcity of i t i s perpetual adverse balance of 
ttede on the one hand and mounting foreign debt require-' 
ments on the other hand. Trade gap has bs«n continuously 
incrse« ing« In vieu of such a situation the solution l i e s 
in conserving this scare foreign exchange. This has boon 
done thxtiugh s t r i o t isiport pe l ioy i which has been sxport-
erisntedg i»>ffibining long'-*ter» s t ab i l i t y with a measure of 
f l e x i b i l i t y to meet changing world conditions. Greater 
e f f o r t s were directsd towards i'Tjport substitution and 
export profiiotion to narrow the gap in trade. Special 
conisiittees are appointsd to increase import substitution* 
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Nsu sohenoti were Inttoduood to strongthun export seotor* 
But tho fioiv^availability of isateHaX Qr«atly hanpvrs 
f u l i uMl iea t lon of th« industr ia l eapatiity. I t i s 
a known faot that India*» indigwnaaue atipply of raw ma-
te r i a l i « always short of demand. Thus on the on« hand 
wa hava aoarctt supply o f foreign axohange raaarves and en 
the othar hand i t i e an establiehad f a c t that l i be ra l im-
ports enable the induatries ta work a t thair f u l l capaeity 
and deerease coat of production* Hanea tha need f o r graa** 
tar diaoration in fonaulating and Implamantlng the itaport 
psl icy bamwas a l l tho aioi^ important. Foreign axohanga 
al locat ion «yatet» should funetisn with greater care, 
f l e x i b i l i t y and cpaad sspsoial ly in p r i o r i t y industries. 
16»8 Cut® in iraports thoutjh wwlcTtw® oftan advaraely 
a f f a e t the ecaunomy. Since trade i s a two way t r a f f i c , 
i f iiRport® are cut greatly i t alao a f f ao t s tha axporta. 
Sesldaa this , i t alao aocentuatie tha problem of ehorta** 
gea* In view of auoh a aituatlon the Inportance of Impert 
aubatitution baconea a l l tba mavB great . But the psl iey 
of inport aubatitution ehould be brought In auoh a way 
that i t doe« not create problafBo in roapaot of quality 
and pripea. Govemnent sfvauld act In oloae cooperation 
with industry ar»fl tra'^a in order to enaure that the neeto 
of the eoofiony in reapeot of inported goode are readily 
ttot* I t ia important to apead up induatr ial iaat ion a^d 
d ivera i f i ea t ion to have a favourable impact on impart 
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subeiitution* Bui one saetor In uhleh the Govemnorit eafmot 
ttffard to be e t r l c t i s thn Impoirt of tee^fioIoQy* Even Dapan 
has to Impart taehnoloQy on a larQa seals* Though no doubt 
indigenooua taohfiioal know-Hou i s available in raany l i n « « | 
yat there are onommja Qaps In Xndlan tachnology uhieh oan 
ba f i l l e d tanly ba foreign technology* In aophiaticatad 
f i o l da India s t i l l has to dspand on foreign tschnology. 
I t ia nooeaaary to ansura that iwportad tachnoloQy i o adap-
ted to auit loca l conditiona and requirswcnts. The asiphaaia 
should not ba on having tha fore ign toclwiology, but on ao-
colors ting tha pace af Indiganiioya tschnioal pr'?grosB, «q 
that in future i t y io lds good dl«idond in the form af l a r -
ger praduotion* 
16»9 The need f o r iwport substitution I s vary great to-
day* I t u i l l aav® foroign oxchanQe to b© used fa r aacontial 
gooda only* In India import subotitutian haa groat toopo 
and (Hitontial ity, apooially in agrioul iural f i o l d , uhore 
by applying neu toohnlquoe the productivity can ba incroaeod, 
Thia ia true apooially in tha oasa of r ioo , eoretnarcial oropa 
v iz* rau jute and raw oottofi and cashew nuta* 
17*0 Soopo f o r import substitution ia large in potroleun 
profiuota, nodloines and pharmaoouticala^ f e r t i l i s s r e arul 
paper* Non-forrouo notals too provide vast f i e l d for iitH 
porta substitutiofi* ninoral industry noada to be developed 
by iraproving inf fa-otruoturo yhioh haa boon nagleoted in 
rooont yeara* Fortunately in the fourth plan, provision 
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f & t expanaiofi of production of aluKinit«i» copper, zlno» tln^ 
Xsad and othor minarais uaa siada and the <!»»untry yaa sueiiete«» 
fu i te soma axtafit in raising thair production, 
17*1 flajor breakthrough in Inpart substitution has bean 
att^Uned in laachina and spans parte and cowponants and cona-
tmotion aquipment. The isiport of f a r t i l i e a ra uaa raduead 
baoaua© of increaaed output* In th© chewioal industry tha 
production increaaad by S.SS® in 196B-69 and by tha end af 
th® plan, i t had incrsaaed by 
17ii2 India has bacota© e e l f - eu f f i c i an t in ©avei-al reapsets. 
In railuay coilinc; atocfe and number of liohi- englnaaring in -
dustry India has hacatne se i f - su f f i o i an t * Import tiubafcitution 
has liacreoaed feha iaport b i i l and increased wxport ptowotion. 
Through import ©uhstitution u® war© able to aaaa the foreign 
axchanqa aituation axcapt f o r the laat year ®f tha plan. 
17,3 But gapa a t i l l axist in iraport aubatitution, Pf©-
graea of oauntry a t i l l depends on irop«rtant ite® v i z , food, 
eruda, f a r t i l i aa ra i non«>farrQus mentals, stael pipes and ma-
ohanical enginaaring gooda* ^taal cantinuaa to ba a hutdia 
in the way of import substitution* Stainlaas stea l , alloy 
ataal and tannlase ataal pipas are s t i l l importad* tncraa* 
aing uta «?f alitminiijRR apocially in placa of copper i » helping 
impart aubstitution* But dapandanea on imports for non-
farraua metalf; i e a t i l l a major headaoha* 
t7«4 In 1S69-70 baeic induatriaa raoardad a riaa of 
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l i^l ls the intac«odlatQ goods industrifia inorsased by 
and tsQn8U»«r gooda ino»»a» «d by Agro-baand Indus-
t r i es inoraaaad thair output by In 1970-71, thouQh 
ths ratf! of grauth in t^ie Industrial aeotor had alackefiedg 
uas Output of iron Inorsaaad by In enginaarlng 
group the rltaa uas Chemical output Inotaased by 
f a r t i l i » 0 r s output incraasar' by 21,1^, In 1971-72, indua-
t r i a l pradtjctlon incjreaaed by while in 1972-73 i t 
Output of capital goofl© intsreaaed by and 8,0^ 
in th« tun rsapofstlVQ yaars* In intermediate goods th« in -
crsaae uaa nominal at 2»S5S a*ld 2«,8/6 tn 1971-72 and 1972-73 
ra8pectively» In chaaiioaJ. industriaiS the jrlsa was 16.5^ 
and 17,25^ uhilo f a r t i l i a a r production rasa by 26,1.^ and 
Th« output of conaufsar gotada uaa at and 
in 1971-72 and 1972-73 raspeotitfely. 
17»S In 1973-74, induatrial ©utput increaaer! nogl ioibly 
by 0»7J6 anly» Cxcept o f o&pital qooda induatty which re-
corded a riae of 13.7?t» the r ise uaa Inu in a l l thn other 
induatriea* In f a c t in aome induatriea l ike chemlcala, 
iron and stea l , em i t ncn-farroua i»atala> patroleum pro-
duota etc#, the output decreaaed* But inoplte e f theae 
fa i lurea, the import aubatitution on the uhole during the 
plan had helped in reducing the imports enabling ue to 
ooneerve our foreign exchange. I t uaa only the laat year 
of the plan that eicperieneed a 44.2^ increaee in the im-
port b i l l that drained our foreign exchange reeervea* 
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17»6 Though the importanco of impart subatltuttofi in 
context o f the Indian sconotay eannot be undeminedy I t I s 
an 08tsbXl8h8d f ao t that import substitution i& a davioa 
to 0X&9B the balance of paywont Qap and not an inetruraont 
f o » yithdrauing into our shoXl from the rest of tho world. 
I t i e not proposed to f o l l ou the pol icy of se l f - su f f i o i enoy 
to b i t t e r ©nd« Over emphasis of ©o l f -suf f i c ioncy can load 
the country to bo out o f f from the reainBtraani of nav pro-
duction techniques evolving in the uorld outside* 
Caplts'l cr'ns!.JT;<pr,^ 'nn in bad* ^ts wiadirection led 
by intpoft restr ic t ion i s uarat. Import restr ic t ion on the 
one hand lncraa»e» prices and ort tha other hand proaente 
wanufacture® with an assured m«rket« Indisoriainate in -
du8tt lal i »®t lon and Import subBtitutl.on nan have dawagln^j 
a f f e c t s hy reducing the e f f i c i ency of doraestic industry* 
17.8 One of the Main orit ioieta against import substi-
tution i s that i t has an adverse e f f e c t on exports. I t 
i s said that trad© is a tt®-way a f f a i r i hanco too much e « -
phssis on import substitution lessens tho scope f o r ex-
perts, 8ut the very fac t that such a policy has yielded 
rich dividends in the f om of r i se in exports and domes-
t i o autputf proves that this o r i t i c i s i i ia not val id* 
There can be no machsnical relationship betue '^^ n exports 
and imports* Imports substitution by incressing output 
opens new pass ib i l i t i e s f o r experts* At the ssne time, 
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I t ctastt not 0Xhau8t the soopo f o r imparts tHilch oontinufl 
td be made in l ines in yfiioh domeatie produetian i s not 
pQseiblii* Our d»V0lapmQnt pcoQr^nas as i s obvious fson 
the oxperioncs of the fourth plan, uiXl continue to pro-
vide f o » imports ovf^ n a f t e r majtiiiiiainQ the o f f o r t at 
port subst i^ t ion* Only in order to conserve our slonder 
for«j4gn 0*©hange resarvesf imports neceoBary f o r the f u l l 
u t i l i sa t ion of tha capacity in industrial soofair u i l l b« 
17.9 Oeapita a l l the praises that can be said in favour 
of impart substitution this f a c t rsiaains true that i t w i l l 
reach a ooad l ino and ©ay y ie ld deoreaeinQ returns i f the 
f i l l i p i t gives to indtistries i e not maintainsd by prov i -
ding nBcessary rau m a r i a l a t r ight tints» Shortagos of 
rau oietsrial snd othor rsfiuircfitonte s^H)uld b^ rotaovod at 
the oar l i es t or e lse i t u i l l QIVB a aatback to a progrsnate 
uhioh has not nioroly helped us to savo foreign exchange 
but also given our industry a new perspeotiva of grouth* 
16,0 To mm up th« entire plan periadt w?- can say that 
Indians e f f o r t s towards se l f - su f f i c i ency and loss dspen-
dsnos on tha other advanced oountriss hsva to soma extant 
been suoosseful, Thars has be*3n a continuous r i se , though 
with fluctuating ratas, in our experts which Has increased 
eur iaport oapooity. Imports too have bean kept in oheok 
though h%i-e the perfosmanco was not sa t i s f ac to ry . The 
•nly item t^ioh was undar control* except f o r tho las t 
year, was foodgraine* But India, s t i l l baing a developing 
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eauntfy i s eoRipallod to Import eap i ta l goods and ray Bia«* 
t o r l a l a yhlch has cofiUnuously lad ta a drain o f our f o -
reign oxehafi^a* But ona f a e t o r which i « cplta haartsfiing 
i a t^at tha share of ths oapitaX and raw matarials haa 
basn larger than tho oDnaiwor gaods throughout the plan* 
This haa oontributed in ra is ing tho national ineoro® of 
tha oountry through tho uorkinc o f tha Import mu l t i p l i e r . 
i a « l The crying need of t^a country ia production and 
Mora production by every Ksctcir of the economy in public 
or pr iva te a&ctor. I t ia only when the ent i re pmduction 
po tent ia l in the country i s act ivated and geared to the 
taak af larger produotian that we s te l l be able to ree-
tsnin the in f la t ionary prescures on price and be able to 
make ava i lab le f o r axporte« Tho acarcity in the range 
of conaumer goods, durable aa wel l as cap i ta l gooda w i l l 
have aerioue impact on our export aa wel l as en the en t i r e 
econotty* The indue try should not overlook i t a national 
and soc ia l respons ib i l l t i ea o f building up and inoreasing 
the exports in the long*t « » i i intert^ct of the eotmtry. I t 
must not overlottk the f a c t that i t s oi«ki gvowl^ w i l l be 
joopardiaed i f i t does not earn back through exports the 
fo re ign exchange a l l o t t ed to i t f o r ffiaintainlng i t s pro-
chiotion* Tho need of the nation i s not to control the 
ittports by oheedKs wid import substi tuition only* tho need 
i s to Increase the domes t i c produc tion su f f i c l omt ly to 
stoat the domeetic requirements* 
376 
18,2 Vrm ava i l ab i l i t y of fors ign axehange during IV 
Plan tiaa a major conatraint on tha pace of eGononlo dova-
l^ifuaant of not only India but of mnat of t^a davaloping 
eauntviaa. Thia eonstraint Haa i t a raota i n » -
( a ) iinfavourabla oonditiona of axtornal damand f o r o 
ntmbar of siajor sxparta prndtietttf 
(b^ atruotural r l ^ id l t i oa and iAbalaneea nbaraotorlotlo 
of aconoaiaa of thoaa oountries^ and^ 
( o ) f a i lu r e to puraua appropriata ©conoraie pol ioiaa^* 
A l l thsae three faotoi^s t^ ork aimiltanaoualy making tha 
problaiB grave. On the other hand import nasds tend to 
inoreasa rapidly in tho oarly ataQO of economic davelop-
fitoftt* ItBport© of eopi ta l gooda, intswraodia!^ PRjducta 
and epai^ parts beeosaaa ioperat lve* In tha long-*toci>t 
i^o aolutimi of tho balanoa of payment problwea thus 
oraatad l iaa in an inoreaao in exports and groyth of 
import aubatitution. But aa fanny Ginor riQhtly puts 
that auddan curtailnanta of itnporta would draat ioa l ly 
ratiuoa tha national product» oraatino lari© ooalo yr»-
aMploynant aa a oonaaqu^noa of tha laok of importad raw 
matarial and of tha daelina in Invaat^enta • I t ia trua 
^ a t axiatanea of f o r a i ^ trade adda to the productivity 
nanmohan S i n ^ s ^Trada Pol io iaa and Eoanoniio Dova** 
lopmant"* (Hoononic davalopnant in South Aaia Pro«> 
eeodinga of a Confaranea hold by tha Intamatiof ia l 
Cconomie Aaaooiationi CayIon}* 
fanny &inar 5 "Impact o f Capital Iraporta" - KyHloa -
Vol , XXIly 1969. 
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of iHtfeetmmt both making I t po « « l b i e f o r a country to 
opee ia l iao in tbe pnaduetion of g^oods In uhioh i t ha« a 
coifiparativo advantage and also by onabUng i t to u t i i i a o 
the QQonopies o f larne soalo production dr'spito l in i t a t i ona 
of the domoatio markot. So the aotual oolution l l oa in 
gradual dBvaiopmoftt of tho oconomy y l th tho aim o f ropla* 
cing iraporte by larg® oxportof irop-art aubstitutiof i , larger 
dowoatio savings and chock if in f la t i onary prassuresj, but 
during tho adjuatnont pariod, i -»portat apeoia l ly o f capital 
goode are inov i tob lo* 
1 ,0 Trade oontrol yhleh In a vary fa ja t l iar phcnoliiotiofi 
tofisiyi i s actual ly tha product of Motld War IX. I t was In -
troduced as a liar msasure so that both exports and imports 
Mar© eont»c}li€id a«jco ding to th© raquirewienta of rnmtvawfm 
Th® sprfiad or war in eeveraX parts o f the irforld had a raatrictive 
a f fa&t on the Indian imports also* Tha yar end&d in Auguat, 
l94Sf but tfiQ trad© m n t s o l oontinuad y i th certa in modifloationa 
80 as to rat lonal iea inporta* The governatsnt was kean to a ta-
b i l i a s the i n t ama l econosiyi oraat® d ia in f la t lonary eondltiono 
and pravent the r l e s of p r i ces . The domestic markat by now 
was starvarJ of aawcral Qooda - both constwoar and producer. 
Conaaquentlyt thara was a gradual and swan progressive l i b e ra * 
l i sa t i on of raatriGtiona on imports of many eoisinoditlaay with 
tha resul t that a system of opan General Licences yas In t ro * 
dueed* In this systan, i^ ieh yas quits f l e x i b l e in oharaetar* 
a largs nunber of ooods of a l l var ie ty eould be imported f r o « 
a l l over tha world a cordinQ to the axigenciea of the Indian 
eeofioay. Considerable eMphssis was la id by the Governnent 
during this period on imports of certain essent ia l items which 
were indispensible to the aconomyt f o r example Imports of ma-
chinery, dru^e and ohemicalai essent ia l industr ia l raw materials 
etc* wers l i b e r a l i s ed , Fortunatsly, during the f i r s t two years 
a f t e r the wary Ind ia ' s balance o f trad* showed stsadlnesst with 
the resul t that India uas able to import sixmaibls quantum of 
goods without putting sny great pressure on the accumulsted 
s t c f l i f i g balance* 
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But ImtBfHliatttly s f t e s indwpsndwnes and part i t iont tho 
uHoIe fttruDturo o f Import trado o f India undsrwant a sudden 
ohangtt* Rioh yheat growing aroasy tmu ;}ut0 and ran iso&ton 
araaa yant to Pakistan* Conssquantiy India not only faead 
food shortagosy but also uas oompsllad to itnport rau jjute and 
rau cotton* Tho inmadiats e f f e c t o f this change uaa to create 
a tendency towards a Xar^o edveree balanoe o f trade* This 
sudden increase in imports had a very natural reaction on 
tk}«arr«iient*s impart po l i cy , which uae now r e s t r i c t i v e * As a 
resulty the upward trend wee cheott<3£t nnd in 1949-50^ the its-
porta decreased by Re* 29 cr* From 1049 onuardsi the import 
pol icy cantinuod to be diserininatory in favour o f U.K* At 
this titne» U*K* devalued i t s eurroncy* Xndia^ in order to 
staintain i t s s ter l ing rates unchanged^ also devalued the 
rupee, yi ieh no doutit helped India in improving the per for* 
mwiee of sone of her export industries* But India would have 
benefitted more by the devaluation had i t not been f o r the 
deterioration in the Inda«Pak trade relat ione during this 
period* The non-devaluation of rupee in terms of gold by the 
Pakistan Government created considerable oomplications in the 
Indo«>Pak trade, 
1.2 In 3une t9S1, the whole trade pettern underwent a 
eudden change due to outbreak of Korean War, the coneequenoe 
of which was tho aeraiidale f o r stockpil ing of goods, both raw 
materials and manufaetured* The pr ices o f both exports and 
importe increased eharply* Unfortunetely, this coincided 
with deter iorst ion of cliotatic conditions in India, compelling 
i t to have s very cautious import-^^olicy since i t had to 
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inpovt a large tiuwiiiiy of foocigtains, 
1«3 Safore India Intrgdinted planning* i t t iitport poUey 
had no ioitg«*t8rii p&ntpee&ivs, Thera i^r^ pmriodm of l iberA* 
Hfiation altei^natsfi uith periods o f inoreassd raatr iet ion 
ti#iafi Itaiancit o f p«yiii«ntfi panHian tjoeame t ight* Thsn in Apri l 
1951, Qovrern^ent emliarkstf on & planned programme af induatrlal 
daveiopnant of tha opimtry* In fthaping tha pol icy of aeonoiaic 
davaiopment^ ihay had to eottaidar aavatal factora^ f o r axanpla 
induatf iai iaationy eotmtry'a naad and aapirationst foraign 
axohanga raaarvaa atc « In viau of thaaa faotora, tha import 
pol icy o f India wa« farmuXatad* 
i «Q Ouring tha aarly part of ISSQ, India 's fotalgn ex-
ohanga poaition had improwad du© to davaluation* henoa the 
inport-pol icy ti^a l ibaral iaad* But ones India launchad i t a 
f i r a t f i va year plan, a mote raatr i c t i va import pol icy uas 
introdueed. Stepa «er© taken to impro^fa tb© import-oontrol 
aysten* Tha adminietration of i»port«*oontrol had bean atreng-
thwnefi and inereaead powers ware delegated to tha Iffiport«^on-
t ro l l s rs * An leport-Control enquiry Coiwmittee was set iipt 
uhieh in i t s report reooMwmied to aehieve s tab i l i t y in in* 
part poliey in three d i ree t ionst* 
(1 ) Overall axchange al location in general lioenaing policy 
in raspeei of particular eomRodities and in adaiinistrative me* 
l^ode and praot iees, 
(2 ) to f i x a niniMiMi annual a l loeat ion f o r ecHMnereial in^orte 
in the foreign exahange budget* and. 
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( 3 ) vsvislon of the exlatlng order o f pr loYi t iea , BO that 
goods U k » ray matarial. f o r «x ls t lng induatriaa, spare parta 
and acesssorlQ®^ maehinary and aqtiipmant f o r agricultural pro-
duotlgn ato« uaro given higtiar pr io r i ty than conauner goods 
and othar non^eat^antial goods, 
2*1 In the f i r s t year of the ploni 1@S1«S2, koeping in 
wtay the siiggsatlons taatJ« ijy the laport-Control Enquiry Co«-
tnittae^ the itnport policy was l ibe ra l ao aa to incraasa the 
aupply of ray material cmd other goods noeeasary f o r the davo-
lopra^t of the country* But in with th® actback 
tQcalvad by Indian axporta fc l louing the and of Koraan boo», 
the import-policy had to bo a l i t t l e rastr ic t i va oince the 
export eamiffga uere reduced, hance any further imports naant 
out f ioy of foreign oxchungo* Ouring lcS3-5St the import-policy 
uaa again l ibaral iaad QO as to help the Industrialiots to iw-
prova quality and reduce coat of production. In 19SS-Si, 
import-policy uaa prograeeive but controlled in kaaping uith 
the naada of economic daualopmant, Thua import quotaa cf a 
feu gooda uara incraaaed to maet tha incraaaed danand of in -
duatriaa* Uith tha aaeia objact ive , diacrininatiofi againat 
dol lar importe uare dacraaaad and pamiaaion uaa granted to 
ut i l iaa a part of tha soft'Kturranoy Ucencaa fo r iftporta f r o » 
dol lar area* But to conaerva foreign exchange reaerveay the 
inport quota of goods yhoas domeetic output had incraaaed yera 
r^ucad. 
2*2 There uaa a great deterioration in the balance of 
paysanta pceition of India during 19S7<»S8 uhich i s knoyn aa 
Foreign Exi^nge Criaia* India*a international account ahcyad 
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in a more pz'oficitintssd fon i the pattern of d e f i c i t s Uhieh 
emerged In ttlla yeer^ Paynenta f o r iffiporte Inereaaed to 
a higher l e v e l coinciding uith a dacreaao in exports emi 
inv ia ib le receipte brought & larger eu-rent secount d a f l e i t 
than earXiat* Otapite f u i ^ o r uaa of IWF'a reaourona and 
apprec^ieble incrtiaae in fortfign sasiatanee, tha drain m 
fore ign exohanga raserves heavier at Ra» 360 c r . At 
tha « i d of the ysar foraion exchange reaervea stood at Ra* 
421 inuXuding gold colne and bul l i 'm valued at Ra* 117»7 
or « Thia d a f i o i t waa the highest so f a r ainca planning. 
The main reasons behind th is c r i a i s ua® th© high backlog of 
CQMiit^enta t^ieh tranalatad thenaelvaa into aetual payment 
thie year* The inereaso in imports of foodgraina and other 
agriaultural gooda and exports deorea&ea ao that export-
receipts declined to Ra, 267 o r . mainly because sxporta to 
etar l ing area and OEEC declined by 10^ and 7% respect ive ly . 
Seaidea, becauaa of programwea of induatrlal iaat ion, inporta 
of capita l goodai ravr materiala e tc , continued to increaae 
on goverrment account* The impact of U.S. reoeaaion on 
India*a expcrta alao f e l l in 19S7. U»K« alao had introditeed 
curba on i t a conaiffier expenditure ti^ich alao had adverae e f -
f e c t on our axpcrta. The Suez Canal problom uaa alao rea* 
ponaible, Theaa uere the external reaaona of the c r i e i t . 
Baaidea, donaatio conditiona alao contribtited in intenai fy ing 
the ai tuat ion. The davalopment uithin the aconoay during thia 
period ifaa alaekened* The pr ice aituation faced atreaaea and 
atraina* There uaa a f lagging o f f in the rate of growth in 
induatrial aeotor and rate of inveatiient in the pr ivate aeetor 
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also tonded to deoreaaa bonaumm of incsrttased taxation* Thus 
both httavy eapital impcirts and dotsUna in exporta yovs raa« 
ponaibia for the foraigit axehaftga erisia* Both intarfial atid 
extsmal faetora ititaftaificd the prttblan* Thia lad tha 
gamtmmt to have vaatcietiwa i«iport»policy and rfxaatie 
cuts in icfporta of non-»>e»6antial carnaumer Qoadfi|| though 
adoquata pimviaiofi uaa m«da f o r itsporta of rau material Hka 
non«»fatrsius mstalai, tanning aybatancaaf auiphuty say yQ0X» 
sparaa and ^©placeraant machinery ate . Import o f capital gooda 
f a r naw projacts yaro allowsd only undar daforrad paynent 
arrartgmmnta and the cri^ari® adnpted f o r granting sueh l i -
canoaa was that thasa projoots a f t e r their conplettion yould 
m m auf f i e iunt foreign axohanga so as to be able to pay tha 
inatalmanta of tha daferrad paymsnta* during tha laat year 
of tha 19S0*St isiport-ijalicy uaa llbaraliaad in raapaet of 
osrtain Gonnm^t Itans l i ke infant^faad, uatohea, photographie 
Qoada @tG« This i iber«liaation uas poasible dua to ^ a f o « 
raiQfi a«aif»tanc« that yas available froiR Osvelopnont toan 
fund ami Cxport*I»port Sank L t^ana* 8y Oaea«bar« 19S9| eur-
ranoy diaeriaination of importa (roin dollar araa hwra alio* 
liahad ao that soft^eurranoy araa lieances uara alXoiiNid to 
ba utiliaad for imports from dollar araa upto tha fu l l - faea 
valua of the Ucanea» 
2*3 tnua i t ie aaan that during l9SC*a, tha llmitad 
fofelgn aMehanga raaourcaa irfare all^eatad on priority baaia 
for tha prograaaitffi davalopmant of tha eountry and inport 
trada uaa regulated* Both agrloultura and induatty uara 
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eiRpli«si«ttil* t lnit f id ttstmlgn axehatiQci uas put to b«ftt M M 
and though the govnvmmt hscf su f f i o i sn t stovl ing balanetts* 
the position yae vulrtdtabXo tssocitme eubatantiaX emunt had 
to he spent on iaiporta of foodgraina* yaathar uas poor 
henoe the goifernmsnt had to fo l l ow a cautious and eonsarva* 
t i v e pol icy in al locatino foreign exchanci© fo f imports of 
various typas of Qoeds« 0ut inport pol icy uan issant to s t i -
mulate Industrial isation and thsrsfore aa soon as the forsign 
sxohanQs situation sased^ import pol icy imas l ihera l issd* 
OurinQ 19S1«>5B9 imports yaro stahls* Out baeause of dslay 
of the implemmtation o f the plant the foreign BKchange oom-' 
ponent deeroased to tO^^ bringing lesa draual on star l ing 
balanosst the total ui^^raual being Re* $14 or* only* But 
during the second plan» import*iioliey changed* Oetfalopnent 
praQranass uara much bigger and therefore> import of capital 
goods and industrial raw material were increased* The f o -
reign exchange coeiponeni uaa increased beoause of ns«d of 
industrial isation coupled ulth increaae in the pricea of 
Machinery and i t s parts* Consequsntly there uaa greater 
inbalanoe in foreign exchange posi t ion, increasing the atrea-
see and a trains in the econowy, hsmte inporta tiWre reduced 
and duties incrsased* Help fron inf was sought and also 
froRi fr iendly countries to meet the situation* 8y 19S9« 
position uas stablised but the goveitment re«ained e t f i e t 
ulth imports though the pol icy continued to be edversely 
a f fected by necessity to Import substantial quantities of 
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fOQdgvains fro® t l « e to t i » « » f r o « 19S1 to 195i» to ta l 
Ifliport of foodgvalns ware atsout 22.S MH* tone that i s Ra* 
t096 Gtm of foraign axehafiga axpatiditttra* Both Indyatty 
and agrieulture uote due ifspoirtartoo though nova 
phaaia to tha fornat* But boeauaa of bad uaathar Import 
of foodgraina inoraaavd* 
2*4 Inporta had inersiaaad in both tha plana* f i r a t 
plan I t o ta l impovte yai^ a Ba« 724 e r « par annum* In aacond 
plan« Importa incraaaad f u r ^ e v tseoauaa of larger quantl* 
t iaa of capi ta l §ooda and rau materlala* iraporta balng 
Ra« 1075 e r , p@r annum that ia higher than tha airarage 
l ave l of iaporta from f i r a t plan* 
. i M F l - f pMffy., 
3*0 Tha import pel ioy duirinQ lOfiOa aimed at oompre** 
hanaiva and d i rec t control over foreign exchange utilisa** 
t ion* AdminiatratiVe deeiaiofta uere to be made over the 
al looation of fore ign exchange* Aa Bhaguati and Oeaai 
atate that foi^ the overt^elming bulfe of i i i ^ r t e * the go-
vernment did not exp l i e l t l y aimed at uaing t a r i f f a e i ther 
to aiphon o f f the reaulting import-premia or to regulate 
A 
importa v ia the prioe^eehaniem • 
3«1 During thia period al loeat ion of permiaaible im-» 
parte waa o f tyo eategoriea private eeotar and public 
aector* There yaa operational diatr ibution batueen importa 
of ray materiala, aparee and eomponenta aa againat importa 
1 ah«gifati 3* and Oeeai P. t India t "Planning f o r Indita* 
t r i a l i a a U o n " . p. 261. 
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of cap i ta l Qoode and oqulptnant* The lapott-^poUey das-
p i t s being weatHot lvVt eontlrmed touafd* r e a l i t i n g tho 
gBt»(air«i:t ob j ec t i v se o f tn » plans and uithin Uraits by 
avaiXcblQ fore ign nxehimge tmoutoeu tawavda ps^viding 
oaximuR posoibla assietance to expoirt«>indu8try« Oooifiion 
um takan to atap«tip the quanttm o f lioanoaa iaauod on an 
annual liaais putouant to one o f the vt^aotntsaniiationa o f 
Mud a l l ar Conunittaa* 
In I960t P i 480 echeia© came into axietanoa* Aceo»-
ding to th is eeheflis, undas lont*»taimi payaient aQreement i.^«at 
oould bo imported o f ian« tons ovas fuu? yaata pariod* 
t a t e r on9 impost o f sau ootton was also intsoduead undas 
thia seitans* THia achasia yaa Hslpf i i l by oreat ing d i a i n f l a * 
t ionary oonditione and keeping tha p t i ea - l a vo l m l a t i v a l y 
atabls* Oafeirirad p a y » ^ t ayatan uaa alao inttoduead but 
waa l a t « « on aboliahad. But throughout tha daoada tha 
po l i ey ramainad nota or laaa r aa t r i o t i v a * Tha main faatuvti 
a f f ao t ing iiaport'-polioy uaa to the axtant a part icular i tai i 
halpa in aaonomio davalopoiant. Induatriaa aeealarating dava* 
lopnant vara givan mora p r i o r i t y f o r axaiapla aparaty t oo la , 
atealy heavy atruoturaa, eamant nanufaoturaai naehina toola 
ate* Af tar Chinaaa aggraaaion in Oetobar 1962| import uaa 
diractad towarda dafwioa gooda* Raw matarial nasdad f o r 
luxury or aMni-luxury gooda uaa t o t a l l y bannad and nau itana 
ware brought undar tha purviau of STC f o r iaiportation* 
3*3 In tha l a t t a r hal f of 1960a tha iaport-pol ioy uaa 
l ibara l iaad gradually baeauaa of tha major ehangaa that 
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ulth d«valuatlon of rupee* Thie n«u poUoy ues aimaii 
at inprotflnQ the Qountfy*« output by changing furttiar tha 
Ubosai t fade init iatat i in Thia uaa to ba dofio in 
threa uaya* Fivatlyy the p r i o r i t y induatriaa uara to ba 
givan l ibe ra l import licanesD* Theea induatriaa aeoountad 
f o r of tua 6iitMtry*e to ta l output# SaoandXy, th « nou 
iMiUcy abeUahad tha raatr iet iona in ttia shape of a r i g id 
tina aohadula and iaat ly t tha i i a t o f Qooda uhoaa iisporta 
uara bannad uae tutandad fur that* Impert-^aubatitution 
poaeibiXit iaa uara to ba priibad fur ther . Small aeala indua* 
t r iaa uara ^ivan eaaiar aooasa to import Uoaneaa. Publio 
aaetor and pr ivate aactor uaro treated at par» 
3*4 tiocNialns proeedttra was introduced* Tha adminlatra-
t i v e al location waa in three par ts i * 
( t ) al looation uaa eaimarked for the d i f f e r e n t public aac* 
tor undertakiriQfi, f a r both raw materials and equipoent and 
uaa aasignad to the miniatriaa yithin i^oaa domain they lay« 
( 2 ) iron and atee l Controller liquid gat a bulk al laoat ion, 
and 9 
(3 ) Ceonomio Adviaer of ntnlatry of Commaree would get a 
bulk aLloeation f o r tha private aaotora importa of rau ma-
ter ia l^ aparea and componanta* 
Tha Ueanoing procedure involv^sd three Uceneing authoritiees< 
( a ) The Chief Controller of Import and CJtpertf 
( b ) The Iron It Steel Control ler« andg 
( e ) The Oavelopmant O f f i c e r * 
3*5 The prooedure followed by aaoh category of liceneea 
and the authorit ies involved in the prooeaa re f l ec ted two 
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major ev l te f ia t * * 
( t ) pvinolpltt of •Bfiimtiiility and 
( 2 ) pvineipla o f ifKtigenaous non-^«ai Iat>iUty* 
lYiua there yas a apofraotimg agency too tfiai cert i f iad 0aaan-> 
t l a l i ty and a eXearanea ageney f a r indisaneoua olearanca* Tha 
iiiport-ptiUcy during %nia daoada uaa baaed on the axpaotatlon 
that axperte would ineraaaa and importa Mould deoraaaa* I t yaa 
a raaXiatio po l i c y * 
Tha Import fBi lcy during the f i r s t hal f of 1970a uaa 
foswulatad to gat feha raajdiaiSB adwantace af f o re i gn trade. I t 
uaa QxportHsrianted» Xeiport of cap i ta l gooda and rau matariala 
war© allowad only to help tha export'-producing induatriaa, Tha 
pQliey uaa not very l i b e r a l * I t uaa a i^ jdi f iad veraion of tha 
pol icy aftopted during l96Pa* Tha need baaed polioy of import 
of rau mater ia l , eoaponenta and apart parts uaa intended to 
eovar S9 priority induatiriea accounting for 7S% af oountry*a 
output. Thua importa uere linked to axporta theoretical l i n -
kage effect* Large eeale induatriaa that export of their 
output (Mra given free import l icencea in foreign exchange upto 
Ra« 10 li^he* CneouragiMBent uaa given to atftall aeale indue-
triee aleo* Xn a l l there uaa to he 361$ increaee in the value 
of inporta licenoee* 
The foreign trade policy during 1970-78 enlerged the roll 
of public aeetov agenciea in the import trade. The import of 
Si neu itMia uaa eanaliaml through publio eeetor organiaation 
involving «n additional import-bill of Ra. 130 or* of theee 
new itese the majority uere in the groi^ of ehemieale end 
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fttritius iians* AXynlrtiuiiiy zlrtGi l«ad| high grade fRangansss 
ova, polystof filirat aynthatie richer oto* ware canaliaacf 
t^raush tho rsapeettiva orQanisaiion In pu^llo aaetor. 
4,2 India had a foreign »*clianga boon In 1972-73» Thia 
aurpXus was aohlavsd aa a result of sharp ineraaaat of Ra* 
355 or* in axporta and a dscraaaa of 48 c r « in Importa. 
Imports amountfid Ha. 1777 ora* that i s a daoreeaa of 2«fi% 
mainly bacauaa af dooreaa© of Ha. 03 c r » in imporia of food-
9raii48» Th& aid*finaiioed imports dacroaaad though importa 
financed froia our own reaous^oiis Itmraaaad aspeeially that 
of iron and atee l , nun-farroua roetsist « iner®l oila ©tc.| 
tiut this inoreasB ya@ tioi^ u th&ii Ciffaat by greatar daeraaae 
in import® of faodgrains (51^), raw cotton (40^) and capital 
oquipiiont Cl7|«)« Soot f w i a a inporta on govarnnant aooount 
deoraaaed u#»ila that of priwat© aocoimta inoraaead* Thia 
viaa nainly to help t^ •a private saotor in oxpanding i i a pro* 
duotion ao that the axoai»s capacity of thaaa industrial units 
yaa fully utiliaad with the help of i t^orta apaeially that 
of capital importisi for pradueinn capital goods dowoatieally* 
Conaaquantly, the iniport*pcliey foratulated during i^is pttriod 
t#a8 influsnead by tMs fcraign oKChangs boon* 
4*3 The wain faattiras of thia impcrt policy U0re<«» 
( • ) XfRport raquiransnta of priority irtdustrisa in snail seals 
ssctor would bs not with ragard to thsir aasssasd capacityf 
(b) spacial faci l i t ies were given to qusUfisd anQineers and 
Indian residents abroad to import »«chinery for setting up 
industries with their own fuitdSt 
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Co) ttoiall-seaXv units In baekyatd airoa* uore pomittad to 
import the ir rftqulntmsntft up to Ha* 5000 from f m e forsion 
Qiu^anga atdas^ wrtd^  
( d ) exporters with long del ivery contracts cauld now piece 
indents f o r their roquirements o f rau material imports uith 
STC itnd f^TC f a r assured de l i v e r i e s on the tjaeis of In te r -
national pr ices* 
4«4 The neu import'^palloy ^sa no doubt on pos i t ive l ines 
because of recent trande in balance of paytaenta during the 
l a t t e r part of lg60a uaa wary good, Toralnn exchanga reaerves 
yera never at such a lave l during the ea r l i e r two deoadea. 
The dacraasQ In tfada d e f i c i t due to decrease in imports and 
increase in exports though imports uarra r e l a t i v e l y more r es -
ponsible f o r reduction in trade gap helpad the fjovamwent 
to ensure continuity in import pol icy and iisplement, a lbe i t 
ind i rect ly the suggestions of nudaliar Committee 
f o r the creation of a revolving fund in fore ign exchange to 
inpert rau materials, conponants wid spare parts to booat 
export trade* STC and nnTC etc* were permitted to use bulk 
eseimte in foreign axchang^ to build up stock o f raw material 
and f inished g't^ ods which viers in short supply or unavailable 
from indigenecue sources* This uaa mainly to help the i n -
dustr ia l ooneumers* 
4*5 Considering the antire period under study i t can be 
said that Indiana trade pol icy system has tmdergone several 
sh i f t s during th«i period t951«74* The period 19S0HS2 can be 
cal led in ucrds of PaneliiHikhi "a period of heavy inward 
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orientation that la ptotoction «r«f import substitution and 
mn<^tmlLame on foraign aiei*" On the other hand, tho p«riod 
196a-?4 was *outuaf4 ot ivntation that la ftmm tracfc and ox-
pot t-p torn© t lon^«" Though thtough planning India uantad 
rapid induatrialiaation einmltaniioiialy having import-autiati* 
tutioni th« foirBign exohanQe exiaia of 1956-S7 apaadad tqx 
tho Intiroducition of heavy Inward orlaniad pol ie iae in a l l 
forwa - both price and non««firlc«-bao'3d# Tar i f f ratas^ axoiaa 
duties and export tanea mtm inoreased. Import-licanolns 
axchangs sontrol, Industrial l lcwiatne ate . war© introducad. 
I t uaa only at tha beginning of the third plan that outuard-
oriontsd po l i c ia t war® introducsd \titm export-»8ub8idiaa| ifn-
port antitlMiant-lioenoea etc* though iroport-oontrol cont i -
nuad alda by alde^ That la multiple exchange ratas f o r 
axporta and imports tjere uaad* After the rupee devaluation 
in 1966, I t uaa thought that axport-pyowotion would take 
place* But unfortunately the yithdrawel of export-at^aidieai 
impoaltlon of export taxee e tc , and the half-lfaarted way of 
impleinantlng the export^profootion aehaiiae did not help foreign 
trade* Sifliultaneoualy reetr icUone on foreign capital inf lowa, 
iRpott-lioenalng e tc . eontlniied with aone dagraa of l ibera* 
Uaation in laiport*oontrol» Hence the policy eyateii during 
•loat of t960e began with outuard-orlentatlon with the help of 
prltte-4iaa8d pol ie iea but ended with mlxed^erientation due to 
greater e«pfiaeia on exf3ort«proi8otion» 
2 Penehmikhiy V.R, "Trade Po l lo iee of Indie" , p» 3i* 
3 Ibid* 
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4*6 Thii Inport-eof i t to l oan bo done In eoveral uaya* 
On® 3ueh mathod io imrjoeitlon o f t a r i f f s e i ther ta g i ve 
protaetian to domastio induatr ies or t o increaee the re-» 
venue* T a r i f f e that era foi proteotiua purposaa are general ly 
fat a ttpeeifiad tiraa with the provision to bo changed and 
modifiad acoocding to thu traet of v>toduotion, dovelopaiant 
proapscta, aoanapisa of aealo and prasant stags o f aconomie 
davalopwant. Sut tiiathar ths t a r i f f a ara f o r protect ion or 
i'as? rouonus reasonsj there is rtn doubt that thay bring d l -
vatg&nca batuaen danestic and international prieo# Indiana 
tar i f f atrucfcure is narksd uith tha alamant of duallaiR* 
Thors' aro fx-efcxcntial ratas fot- imports front U.K., 8or»a 
or any Bt i t iah colony while atnndard ratfi o f duty l e lev ied 
on imparte frora rest of th® world• Sissilaifly the t a r i f f 
rates ara di f faront f o r di f faront groupa of comfliodltiee 
thnugh thay keap changimj from tlsju to time* Al l th i e makee 
the ayatan vary oofsplicistad, iglving r i s e to aavaral probleita 
and d i f f i e u l t i a a In l i s iwpl^swentation, 
4.7 Amithar esthod of oantro l l lng laporta la through 
i»port->lioen»lf\9 and sxcn3n9a csntrol* tlndet this eyateM 
l ioenoe i s leausd f a r tha import of & part icular oomfi^odlty 
for a particular pario'U Generally frora the ava i lab le f o -
reign eMChangr*! p r i o r i t y la glveMu) Importa of defancet f ood-
gfaina and f a r t i l l a e r a t The tmt 1« made ava i lab le f o r the 
iRtport of RUiChinary, raw traterlal wtc. Tfw prooedure edop-
i&d la general ly aa Bhe^uatl end Oaaai a t a t e ) -
( 1 ) pr inc ip le of o eaen t l a l i t y , and, 
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( 2 ) pr inc ip le af non-avaiXabiXity dottest leai ly*^ 
Then t h « r » axB iffdu«tiry»wiB& and t init»wi»a a i looat io f ie that 
are dona Uy sponsoring and c lear ing author i t ies* Thus in 
qonoXusion i t can be said that froiD tha abova diaotisaion i t 
i s seof! that Xttjport-controltJ ware marci or laaa coiRplato 
though th©ra I s na choioo in Uhc ©aui'ca of imporation in 
iwport- l ioencing a y e t ^ * The rupaa payroent agrasfflantai fch« 
b i l a t e r a l trade agraemantay the cuat&in unions e tc* did not 
Icaau much chance to Ubmb f r n « cItQioa ssnsaquantly thm im-
ports takti a part icular gaoaraphiaai pattern automatioaiXy. 
4#d Thara are «uo oaaio emnstrainta aoonnmio deve-
lopiaartt, that iu batiing constraint and trade constraint* 
Fornarlyg thu 6isQnoiqiai& f imXy idGiisvad that i t uaa the 
saving conatjcaint© thttt haBiparad groui^* Ctonssquentiy thsy 
fawQured ohangsfi in tha domsatic f iscro'-polieiea v i z * donss-
t i e pr ies controis i uaga-pol ic ias, income po l ie issy f i s c a l 
and monatary pcXiciaa etc* But during tha l a t t e r part of 
1960s i t U8« re Xisad that trada i s ths ma^or Constraint 
and henoa lata 196Qs sxport-import po l icy amphssissd that 
trada Constraints should be ramoved which yould ramovs ths 
aaviings constraint* Thus both doffiisstic wacro-pol ic iss that 
incraaaa savings and axp3rt~i«iport po l i c i e s that ranovs 
trade constysint^ should ba adoptad simultansoualy to have 
a rapid rate of BCom®ic growth* 
4 3hagyati and Dasai P* o p . c i t . p , 292. 
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In order to axplaiti fchis probXani, Chanery and Strout® 
h&M® given a t i « -oap »ode l according to uhich there ia savings 
gapt that i s d i f ferenoe botueen domestic inveetmsnt ( I ) and 
domeatic aawinge (S ) and »8Con'^^y there i s fore ign exchange 
gap that i s i^s d i f f e rence between exports (X) and imports ( « ) • 
Thie i » an exar\te model. This roodel shou© that = . 
ropreeenta an *8x-poat* equality betuesn aavinga and foreign 
exchange gap* Thie equality i s the consequence of the fac t 
that the values of variables 1, S, n and X have adjusted them-
selves frora •ex-ante' posit ion* these two gaps are not neces-
sar i l y equal* flyrdal, Probisch and Lauis have supported this 
theory* According to these aconoroiets ths devoloping coun-
t r i e s are at present facing Ih® foreign exohange gap and 
therefore the po l ic ios ahauld be in a-:cordance to the solu^ 
g 
t ion of this problem* But t^r* Hureshi has nravod this t t » -
gap thsiory i s not applicable in case of India* He says that 
in order to axamine ths rslovance of this theory to the eco-
nomic dsvelapnent of Indiat i t s assuraptiana must be studied* 
There are tuo major asst^ptions: 
( 1 ) that the economy i s facing a cowplately s ta t i c l e ve l of 
exports and therefore s ta t i c import-capaoityi and, 
(2 ) that the rate of import-substitution i s lou in the economy. 
Theee tuo aseunptions themselvee depend upon the stage of 
economic growth of an economy and hence at times the export 
5 Chensry» H*B* & Strout, A*fl* "Oevelopmi^t a l ternat ive in 
an open Cconoey*" A*C*R* 1966 
6 Qureshit I*A* "The two-gap theory and Economic Development 
of India"* The 3ournal of Commerce, 1971-72* 
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sarnings may be s ta t i c but this w i l l ' no t aluays ba the case* 
Similarly the rate of itRport-subatltution i e zero only a f t e r 
a certain atage of scononlo developiaent has been achieved. 
Aocordlng to Wr, Qureehl and th® flQurer given in tables 
numbere 1, 10, 11(a) and 11(b) in ea r l i e r chapters, the 
ohangeB In tha l eve l of export-quantum ehowm an upuard trend* 
In each plan the exports have inoreaeed» Thue the export 
l e v e l yas dynatslo and not s tat ic* The main increase in the 
exports uas due to high growth rate of non-traditional exports 
inac ia l l y since 1961» Ths main i t eas to be exported uere iron 
ore , iron and s t eo l , enQineerinf} noods, leather and i t s pro-
ducts, f i sh , tnica, pharraaceuticalB etc* Thus not only ax-
port '- level was r is ing but i t s coropoeition uas also changing 
in favour of non-traditional goods* T' i s obviously increased 
the iroport-oapaaity of India as i s proved by the f igures of 
of income terms of trade given in tables 10, 11 ( « ) and 11(b) 
of the ear l i e r chapters. Thus the f i r s t assufflpti^n i s proved 
wrong* 
As far tha second assumption, i t also i s not true. 
The rate of import-substitution has increased tremendously 
during the last three plans* Table 3 of the ea r l i e r chapters 
gives f igures that shows that the in^rt-CFtP ra t i o has dec-
l ined continuously which i s a su f f i c i en t proof of the increase 
in tha rate of substitution* 
Hence both the assumptions are unreal is t ic and there-
fo re nr* QuresHi says that this tuo<-gap model cannot be app-
l i ed to analyse the problems of econoaiic development in India* 
31'i 
To aay that tha major conetraint t^ Bcanoraic dsvelopment 
o f India i s ths foreign Bxchang® gap i » not f o l l y tru«« 
though no doubt tharB i s foreif jn axohantia »harta90. But 
this doaa not roaan this ia tha only constraint, India al»o 
has eauingo gap. Thorafora, tho policy of oconomin growth 
of India should tuekla both the prablews eimultanooualy. 
Ths magniturfe of bath tha&e ahortagaa ahould ba raducad 
by a net in f lou o f foreign cap i ta l , T ia requirea tha help 
of ths rfavelopad oountrieB a lso . "A pol icy Increasing tha 
cawings potential and iraport-replacatuent on tha part of the 
dawBloping countries and a pol icy of a higher capi ta l out-
floi|fe»uplad yith l ibera l i sa t ion o f t a r i f f barr iers on the 
part of tha developed countries w i l l help to rechice the 
growing economic gap between tha rich and the poor nations. " 
SipO I t i s well-knoi*» fac t that ifflport-control i e cloaely 
linked with foreign exchange control and with balance o f 
payment poaition and for any country embarking upon the 
path of planned economic developmenti foreign exchange ia 
one of the meet important and scarce resource* Henco for 
en adequate planning e f f o r t s . I t i e neceeaary to a l locate 
i t with a l o t of caution* Indians import'<^olicy during 
the last three decades has been very i rregular and uMnplenned, 
Whmever there i s any shortage of fore ign exchange the im* 
(Mirts are imjudiciously controllsd and the moment there i s 
f I b i d , 
sotatt r s l l o f t ths Import-ipoUoy I s JLomediatsly l ibara l laad. 
The ©vfoluilort of iropot1>4:ont»ol rogiraa took placs in Way 
1940, but soon a f t e r tha controls uara iBssenad* In 1947 
again eontirole started as balance of paynents turnad advaraa* 
Then in Novenbar 1948» Ifflporta yer@ Xiberaliaad* Theae per*-
loda of Ubera l i eat ion alternated yith porioda of increaaod 
raatr iot ion* In other utords India Xaoka any long'^term import 
pol icyt f l e x i b l e enough to be changed accoxding to the raquire-
oianta of tha oowitry* Long term perepeotiva uaa lacking in 
the formulation of import pol icy* Xmport-control should be 
there but any indiscriniinatory uaa of them oan hamper growth 
rather than help i t » Tar sightednsss i e v i t a l or ele© plan-
ning bacotnae unraaliatio and inprao t i ca l . Ae the olaitns of 
Rjaintananco imports keep olaahing incoeasntly with thoao o f 
imports fo r exp«naion« the Induatrial progress i s bound to 
lose direct ion a«id nay even loaa purpoae* I t iSf therefoS'Bii 
of utaoat importance that every aingls proiect uith foreign 
exchange cosJponont be care ful ly examined for i t a economic 
urgency and worth and reference to tho to ta l of external 
reeourcas w^ich the country may reasonably expect to becon« 
avai lable* fore ign aesiatance at^juld be secured nora expa* 
di t ioualy* Iii>part->palicy should be In t e l l i g en t l y directed 
to bring about industr ial development. 
S«1 In Octobfir 1962| ii^en external emergency was declared 
thare was a slashing of a nimber o f imports which incltidsd not 
only consuRser goods but also commercial and other va r i e t i e s 
of goods thereby saving 10 o r , of foreign exchange. I t 
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uae noy a defenee-'orientad import-policy* The implsinenta* 
tian of this pol icy ueakened & valuabls dsfsnco against In -
f l a t i on » though uad adoquate to kesp the ocononiy ticHing» 
Tho need o f tha time uaa to maintain the tempo of induatrial 
production to tappt the t r i p l e raquiteiBPnta of dafence, ax-
porta and adaquata o i t f i l eonaumption ao that tho acKsnofiiy l a 
not bodeuillad by an intolsrabla pr i ca - in f l a t i on t 
S*2 Aa uas fnarsd thu toauit af thla nagativ® import-
pol icy uas the stagnation in industr ia l production leading 
to devaluation of rupsf'. Thus tho govsrnnant o f India rswer-
teri back to l ibera l itiports through cand5.tioned by the a va i l -
ab i l i t y of non-prajaot a id. Tfedla pol icy uas yall-conooivad 
and had a pragmatic approach touards planrtlntj. Capital ini-
porta uero not l ibera l ised sine© Import-UbGralisation i s 
in no way a euro to a l l the i l l s a f f ec t ing national sconoffiy. 
At the Riist i t can avoid eoonaiaic stagnation only f o r a 
short pariod* 
5*3 The import-policy announoad in 1968-69 uas another 
stsp forward in progressiva t l ^ t e n i n g of import-export l ink-
up* The need-baeed approach uas Intended to operate uitliin 
the frafliauork of basic pol icy to stimulata and d i v e r s i f y 
domestic industrial production* This uas a rat ional pol icy 
aiming at ral ioving ttie country from heavy import burden. 
But i t Uas unimaginativo f o r example the imports of drugs 
tfid pharmaceutieale uere redwsed uhicb uas not at a l l oom-
pet ib le uith our social ob ject ive of promoting public health* 
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5.4 Taking the snt ire decade of 1960« i t can be said 
that the liRport*polioy mairs ot leas triad ta consorva 
roraiQfi exchaneo uhile at tha eama time t r i « d to wako a f -
f o r t s that th« r e s t r i c t i v e noUcy would not hanpar aconoinic 
Qtouth* Th« poiloy had prospeota of improving the balatica 
of paymenta in context of import-eubatitutlon and incroaaa 
in exports* Xnvaatinant climata f o r domsstio production had 
improved* But dospito thasa radaaming featutas there wer® 
oartain anagt a lso . The succass of tho incraaaad rolo that 
the 3TC was tn play uaa quita doubtful as the uorteinQ of 
STC uas already qusatianabla. In the pol icy» thor© ua® car-
taln vaguanass* Another anag yas that a davoloping country 
trying to conpata in tha intarnati mal tnarkat should have 
provision of catching up uith rapid development in developed 
couhtriBs, Thsrafora imports of nsuly developed gooda ehould 
be allowed in some quantity eo that the local manufacturer 
aoquiree uorking knouledge of the progresa* Complete igno* 
ranoe of a l l such devalapnent abroad iKjuld make futute at-* 
tempts d i f f i c u l t * 
5,5 The import-polioy of 1970e was need-baaed in more 
than one I t had a number of features that aimed at 
invigorating exports. Pr ior ta this perlodt import-policy 
UQS more or less looked upon as an adhoo mechanlMi to d i s -
burse th^ available l imited foreign exchange, auiong d i f f e r en t 
claimants* India being a country of slender foreign exchange 
reserves needs a very uell-planned Import-policy• The mein 
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reason f o r scarolty of ttis foreign exchange reservas 
tB the parpatual adveraa balance of trade and mounting f o -
raign debt. This uas raalisad uhen the import-policy of 
1970» was formulstod. In order to make tha iraport-poUcy 
serve goal of acoelerating th© pacc of acononJlc growth 
through axporte ©xpanaion an axport-biac uas introduced 
in the new itnport-pollcy» Basically this raeant a fayourad 
treatment in the mattsr of import-licencaa to the industriaa 
exporting thair goads produced out of imported rau material, 
aparee and cofflponenta. In othor uorda a d irect arithmetical 
l ink betueen axport-pGrforfrtancaa and import-entitlements uaa 
eatabliahed, Thua despite having a few lacunae, tha Import-
pol icy of the 1970s was r e l a t i v e l y more rational and poe i t l ve . 
Wot only tha import-oolicy i t s e l f had aevtjral dray-
backs but the organiaation and prooe-iura adoptad f o r l^e ira-
plamentation of the ool?.cy uas dafoctiwa. The al locat ion uaa 
done according to procedure already diacueaed in paraa 3.4 and 
3.5 of this chapter. In the al locat ion several adminiatrativ® 
agenciaa wore involved in dividing up th® bulk al locat ion 
^ong unite. Srrroatlniee fcha aawe unit would thua receive Im-
port-al locat ion from d i f f e r en t agoncies. The c r i t e r i a of 
al locat ion was alao r iofact ivo. The al location of actual 
uaara (AU) lloenaing was donr s i ther induatry-wlae or unit-
wiaa. In Induatry-uiae al locat ion tha problem was that a l l 
the induatriea had pr i o r i t y and the l i s t waa large , eo a 
way out uas found without any rational®^eo use tha c r i t e r i a 
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adopted in unit-ylea allooatlon* As Shaguati and Brinlvasan 
haw0 uHtten, *Tho c r i t e r i a adopted fo r further aubdlviding 
industrial al location • • « * . • • • • • • « uere actually ulthaut any 
rationale othar than ttis apraading out ewenly of a aoaroa 
resoure® on a f a i r and equitable baaia."® The information 
on the basis of uhioh nr ior i i tae uera dooided uara unraaliable, 
Thi3 quality of information^ on utiiah daciaiona uare mada oan 
ba inferred froat the raport aufamittsd by tha Intarnationel 
p0rspoctlvo Plaiining team on Small Induatriaa 1963# I t aayst 
''In ona of ths stat m 26^ of a l l the nllocrition want to non-
oparatlrtn bor^ utt firms Dbwipualy for roj^sla in tha black 
Biarkat**' Tho functioning of DCTO uaa no f jnttar. I t s records 
of tho indiganaous supplioy, nnst of the tirao am incomplete, 
thay don't have suffic^.ant Information about what thaas aupp-
l l a r s can nroducs and of uhat quality ate, 
S»7 Tha lack of eyotemaibic lifarmetion uith raapect 
t'^  stick pis l t ion works at both unit and a-nduatrlal levals 
theroby af fect ing tha a l locat ion. ..adrainiatsring 
aganaias do nnt Una'j at any glvan tirc© just uhsro they stand 
uith roapect to available and coraraittad furoign axchange by 
major citaQortos." 
5,8 The Indian import-policy darkened by a certain degree 
of inavitable adhocien led to several adverse a f f e c t s * F i rs t ly 
tha working of any al location takes tims* Thus import-control 
B Shaguati & Sriniuasan, T»N« Foreign Trade Regimes & 
Economic Oovelopmant: India. Oxford & X8H Publishing Co* 
vo l , VI, 1975, p, 38. 
9 Lindblow "Indian Import Controls" - p, 38, c i t e Bhagwatl 
& Srinivssan* 
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also b©oo<DB8 tina-consuming* Secandly I t led to alaborate 
buraauoratio m chinsry f o r the opsratlan of Xlcenelng maoha-
nlsai uhich In I t s a l f iad to »norjnaU8 iacraass in tha sovsrn-
went s*n. nditurs. The ptlnclplaa on utiich pr io r i ty uas de-
terrainad brought i n f l e x i b i l i t y into tha ayutan, Thsre uas 
lack of co-ordination aaono d l f f o ren t 0gBnoios liiioh oftan 
resulted in on^ f l r n ..tsttinrj taany llconoHs and ©owe uara l e f t 
without any. Import-control aivas p:?atf3ction to ths dojnastic 
industry consaquantly a l l thrr pris'-dbiiity uf cowpatitian uaa 
«lininat5Jd» Bosi'.laB gsnarally pol icy d i s c r i -
winatac aQyinst ^xportr;* 'U.- f'iC" astports had to be produced 
with th« at/-;ilabia Inputs uliich usro often inftsr-
i o r nuelity having lou marginal praductivityt they facsd ss-
vsral d i f f i c u l t i e s in capturing foreign market. SeeidsB 
thosa flstna usro unable to u t i l i s e thois- f u l l capacity• 
5»9 India u s faced with a dilummau I f India removQS 
import-controlsi th® d»roand fo r importu would increase tremen-
dausly regardless of the conauraptian of such imports. The 
import-Intensity oT consumption in India and fo r that matter 
evury developing country i s high, Conaequsntly i f import-
controls are abnliBhedi despite u very rapid Increase in 
exports and nasslve inf lous af foreign aid, the ful f i lment 
of essential targets uould bo endangered. The ava i lab i l i t y 
of foreign exchange i » a riajor constraint on the pace of 
economic development of developing countrie©. Their export-
sector i s not su f f i c i en t l y large and d ivere i f i ed* Seme i s 
tha case with India. I t s exports are not ineraasing rapidly 
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yheveas i t s damands for imports tends to inoraaaB at i faster 
rate* f o r industrial dewaXopniBnt conaifiarable amount of «quip-
wentj intermadiata products^ spars parts ato. are to be impor-
ted. On t^e othar haftd doraaatio acanotnio pol ic iaa have also 
addod to the balan-e of payments d i f f i c u l t i e s . Tharafira, the 
f i r s t aolutlon for Indie i s to have a sound general aconomi© 
pol icy* The long-run solution i® inoroaaa in thfi exports and 
/ 
Cjrouth of import-substitution, thnugh tbaso tuo are not the 
ends in themaalvas* foreign trad© i s aaaantial f o r grouth* 
I t adds to the productivity of inwes^ent by making the country 
apooialis© in tha production of goods in which i t has compara-
t i ve advantage and possasaea potential eomparatlva advantage 
alao to u t i l i s e the aconoro'es of larga-acale production, 
Tharafore, India must take the f u l l advantage o f the oppor-
tunity to iroprova the productivity of investmont through f o -
reign trade. Hance exports and import-substitution are only 
the means of lasasning the burden on balance of paymants. 
Baaidest vary rigid import-oarttrol« aa already stated in 
para leads ta protective e f f e c t s on domestic induatriesi 
providing thMi uith shelterMi tRorkets i rrespect ive of their 
degree of ine f f i c iency in relatinn to foreign producora. 
Conaequantly no e f f o r t i s made either to decrease the ccet 
of production or increase the quality of gaods. Import-
control gives r iae to many other distort ions a lso. The import-
quota i s granted on the basis of the past perfornance of the 
industry. This freeres the market atructure. 
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5^ 0 ttiB only iredoomlng feature of Import-Control la tholr 
saving of foroign oxehango. In the early stages of groul^, 
Import-raetriction may Increase forceJ savings* ft awnelble 
iicanalng policy would help In making tho bast usa of scarce 
foreign exchange so that tho import-controls havo a favourabls 
e f f e c t an balance o f payments* But this i s also true that the 
savings of f Jraign oxohangti uould not bo as great as ant i c i -
patod by tho s ize af iinport'-cuts* 
6.1 Removal of import-rostriction uould lead to an in -
croaeo in the Imports of th ics conataior goods that sro regar-
dsd as otatus-symbcl and are supproassd by import-control. 
So i f the overal l demand for imports including eerential and 
developmental g ods and non«>08S8ntl 1 Consumer goods inorsasesi 
the iiBprovemont in the balance of payments uould depend upon 
tite performance of export-seetor uhich may improvo as a con-
sequence of dBpreciation of exchange ra te . But normally tho 
increase in ths imports i s larger than the increase in the 
expcrt-eamings. Therefore, India cannot tota l ly aboliefi 
inport-controls. Ths domestic inf lat ionary preseuresi the 
t^certainty of foreign sid and inorease in exports make a good 
case f o r irapoirt-controlB despite their adverse a f f e c t s . 
6.2 The be l ie f that poor countries can s l te r the distribu* 
tion of ^ e gains from trade in i t s favour through import-
control i s based on ths terms of trade argtMent. These coim-
t f i e s are gensrally vary pessimistic about their terms of 
trade beoatise of ths existing deterioration in balance of 
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trad* and partly beoauso of the sxpeetation that future i » -
prov8Bi0nt8 In primary prad JOts abroad w i l l daoreaee thair ax-
ports re la t ive to thair Imports* Th«refore, they bel ieve that 
through trade control these countries uilX be able to increase 
Qjcport-prtees or decrease importnjricoe, Aotually the solution 
can be transfer of resources to impQrt-<^onp8ting industries* 
Even then thle uould be the eecond<-4eSt a l ternat ive . I t tiould 
b© e t i l l bottsr i f s tab i l i t y raeaeures are adopted by these coun-
t r i es rather than protaotiwe trade po l i c i e s . 
Some econowiets glua the optiwian t a r i f f arguR*ent, An 
optimal import or export duty i® one that maxiraiees tha gains 
fron improved terma of trads minus tha loss front a smaller 
volume of trade depending unon the price e l as t i c i t y of demand 
and supply at a given time. Thus to put this -lolicy Into prac-
t i ce the dynamic e f f e c t s l ike change in the e l as t i c i t l a s should 
be taken Inta consideration* Other economists bel ieve that 
import-Control i^uld inoreaee the Investment by increasing the 
capital firmation i f Increased Income i s saved. But there are 
other measures l ike controll ing the consumer goods import f o r 
increasing capital formation followed by decrease in the domes-
t i e eoneumption* The increase in the capital imports uould be 
helpful only uhen domestic savinge increase. In many developing 
countriee capital imports are a Bignif loant addition to resour-
ces, on the average the net inf lnu of foreign resource amounts 
to 10^ of the gross national product. 
Chenery and Addlemen have, thereforet cal led the inflow 
of external reeources "v i r tua l ly a separate factor of production 
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uhoee productivity antl a l locat ion prowlds one of the control 
problBW® f o r a mod«rn theory of dewalopmsnt,*^® No doubt 
external sourode h«lp to aeoeldtate dsvalopmant by ovareoBiing 
obataoleie to econamio groutti such as inauf f l c lant do®®otlc 
saving and fore ien currency reoelpte^ But a f t s r a prolonged 
inf low of oapltal f th® country normally bocorosB dependent on 
i t and than a ouddtsn stoppage ysuld cauao drast ic dooreiiiie In 
national product and unsmplaytrtant. Thus problews of adjust-
isent ar iss* In dovaloping ©oonofiJifss thsmchang© rata o f fo-* 
re iwi curroncy i s ona of tho (nant important variable deter-* 
tttining tha inve&tmEnt and production. TharGfore* i f imports 
era control led and oxchange rat© Ib o f f i c i a l l y f i xod , thi© 
causos distort ions in th® relat ion of doiaeetic and intarna-
t ional pr ices . Evan i f there are no t a r i f f s or any other res-
t r i c t i ons the fore ign exchango rata i s deterroined frotn supply 
side by supply of forsit^n currency in tha form of i^requited 
transfers, foreign investment and fore ign loans on favourable 
conditions. Capital imports uould contribute towards cop i te l 
acot^ulation only uhen domestic savings increase or e lse the 
tha factors w i l l draw susy from capi ta l construction or roain-
tanance. Oomastic consumption incraaaas at the axpanse of 
domaatio Inveatfflant and imports of capi ta l goods are o f f a e t 
by tha decreaaed domestic investment so to ta l net capita l for-
mation does not increase. Protection or changa in the coiapo-
ai t ion of imports can be e i f a c t i v e in incraasinQ invastmant 
to c i t e , Ginor, r . "Impact of Capital Imports on tha structure 
of developing countries." Kyklos. Vol . 22, 1969. p. 217, 
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ortXy uhen damestlc palieias mobiliaos additional Bavings, 
Evan i f import contirol allows mote Imoott of capital goods 
i t i e ultimately an Ineraasfi in valmo ot oofflpulsory savinga 
that makoB fnr the net conttibution to capital formation 
Bs8ld«« thlE; chanao In compoolUon of Imports may attract 
rsROurcts auay from export-industrioc and exports would thara* 
by be hsndioappad aa i n i t i a l coste w i l l incraoss and malri-
tsnanCB of BXpOfts i«juld be d i f f i c u l t . 
6,4 'lyrdal makes a challenging case f o r protaetloTi by 
maintaining that there ara four spncial reasins for indua-
t r i a l protBction in underdavalopsd nounfcriBSt-
1» d i f f i ou l t y of f inding dnmand to match new supply, 
2* the sxistence of surplus labouXf 
3, the large rewards of individual Investment In creating 
axtBrnal economies, and, 
4» lop-aidad internal price atructuro disfavouring Indua-
t r i e s J ^ 
But t a r i f f cart be an instrument for channallnQ raaourcsa Into 
spec i f i c Induatrlaa. I t cannot craate the capital or ak l l l 
required by the Industry at ths outaat. I t should also ba 
aura that without t a r i f f tha Industry w i l l not grow. Nurkaa 
cautions that Ifflport^raatrlotlona should ba uaad only sparingly 
aa they lead to cost ly and Ine f f i c i an t import^subatltutlon 
11 Nurksa, R. i "Probleaa of capital formation In imdar 
devaloped countries." p* 116, 
12, nyrdal, C, t "An International Economy* 1956, p. 279 
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production having adtforsB e f f e c t s on real income. Beeidesi 
i f import-control i s imposed there must be guarantee that 
the resources increase at a su f f i c i en t rate through popula-
tion grouthf capi ta l accumulation and spread of knouledge 
so that domestic output can expand without neglecting export 
sector* 
>,5 In most underdevoloped countrios development planning 
concentratad on industr ia l isat ion via import-substitution and 
Import-rBstriction. This strategy in most cases has been very 
cost ly and has disastrous o f f oc t s on resource al locat ion* 
Though actually extentivo use of roptictluns Is generally 
to eaas tho pressure on balance of paymonts, Adhoc balance 
of payments though I n i t i a l l y ato temporary become permanent 
end more general in their scope giving r i se to protectionism 
characterifled by extemporanoouo and lack of autonomy, ax-
tremely high l eve ls of indiscriminate application ulth the 
basic object ive being import-substitution at any cost ragard-
less of the importance of the industry to development. Import-
restr ic t ion mostly f a l l s on consumer goods imports the d i f -
f e ren t ia l t a r i f f s favouring tho low duty importad-inputa 
against high-duty f inishad consumer goods. But within the 
countryi the economic po l i c i es f a i l to change the consumption 
pattern, Consaquently, there i s greater pressure of demand 
on home output of consumer goods. Import-substitution has 
had a high cost in terms of i t s uaata resources* 
6*6 Protection increasing industr ia l isat ion has also f a i l ed 
to increase employment of underemployed labour. Capital 
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Intsnaive tcschnology I s used in the Import-coinpoting soctora. 
Neithot haa protection helpad Irt net saving DF fapelgn ex-* 
change slnnar rooetly the corapoaltion of Imports uas changed 
irt favour of capital ^oods, coroponentB, IntBrfBodlats gooda 
0tc» Thus ths to ta l imports tild not decrsaee and in sotno 
cases has in fac t incrsasod at a higher rate than grouth 
in national produot. 
Another proble® of having protoctlon f o r import-
cubstitution i s tho problem of maintaining i t . Uhen tha 
devaloping country has achiawod certain afnount of industria-
iiGctiortf i t uot ld havo to introduce irnport-cubetitutian in 
manufucturea, inputs and capital goode lAere production i s 
more d i f f i c u l t nnd camplicatod technologiccl ly . Then iciport-
SiUbBtitution ufould not only be very d i f f i c u l t but cost of 
production uould also incraasB considerably^ nesidas pro-
tection pol iciea cnnfUct ulth tha str tegic roloa that r.r,ri-
culturo and exports play in the pracesp of econoinic davdop-
roant. In underdeweloped countriaa higher agricultural pro-
ductivity i s very essential to nest the ever growing demand 
of foodstuf f , to supply raw raaterial f o r domestic induatria®, 
to create marketable eurplua, to provide additional foreign 
exchange earnings and to contributa to capital formation. 
In other yorde the rata of incraasa in tha non-ugricultural 
aector dapande upon the rate of expanaion In agricultural 
supply. Co4*itry'8 aconofnic davelopruant w i l l be hawperad i f 
agriculture ia netjlected. I t crsatea boltlanacka in other 
aaotora of tha aconofliy thereby acting as the main obataole 
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in th» accolaratidn of gtauth, Inrtuattlallaation via 
Import-subsfeifcuilon hae a rae t r l c t l ve o f f » c t on agr icul-
ture* Higher l ev i es are imposed on industr ia l inputs of 
agriculture, prices of anrioultural output are controlled 
and investment in agrioulture i e nogleoted* This adversely 
a f f e c t s the pgrioul iural output both f o r domestic market 
and exports. 
6»8 Iwport-controla tsoi'plt^d with ovpr-valuod oxchangs 
ratos dawpene the oxportss nf dsvelopinq eountriae* Cost 
o f production of exports has increassd both bocause of r ise 
in pricos of inpute used in exports f?nd import'-competinQ 
sector . The ovRr<»walued ©xohanof! rato also raises the 
foreign price of exports* Inatofd nf re '.licing that im-
port-con trolj? and indiscrimlnetQ import-substitution were 
dotrimentol tn grouthj these countriei* think that develop-
ment i s not poaaibl© on agriculture nnd export basis , 
B»9 One method of oontrollinQ trade ie through the es-
toblishuiento of a custom union* Ths proponents of this 
method state that custom unions w i l l prancte o regions 
develop"cnfe by increasing the gains from trade, by promo-
ting technical e f f l c iancy in sxiotlng induatriesi by crea-
ting nou Industries and by iraproving tho regions terras of 
trade. In r ea l i t y suoh e f f oo t s do not aluays occur* The 
divorsion of trade oraotines traraens the situation* I t 
in ter fe res with the Intarnati inal div ls ian of labour* I t 
may also lead to high cost of production of goods within 
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iha union uhieh cstheiruise GQuld have beon got at cheapet 
cost® from outside* This 18 tmoootiomio divte ion of output* 
Thii wovit! output also decrsasirsf deer afiinci tha t ea l ineomo* 
a « » id «s t^B a f f s a t on tarm® of trad» alsT would be ntg l ig ib l® 
tha mamfosTe of ttis union are tha oHlef supplisirs on 
t?i9 raarket. Theto Ig also th® poss ib i l i t y that a l l ttie 
memberfj do net benef i t equslly and eobic {asmbers ars l i k « l y 
to bel ieve that othors are daveloping at fcbolr cost* Thi» 
u i i l give r i se to internal atralne thouoh sow© inequality 
can ba raiiiov0d through aoasurse l i k e regional developfflont 
banks, ancaurageroant of f.iotor roobilityt pooling of ovsrhoaid 
easts, roQionai po l io ioe f o r th© location of industries and 
co-ordination of daveloproant po l i c i sa* But this requires a 
very etrons union and hence the benaf i ts of a custois union 
would atsoru® only i f i t i s vary strong* 
Tlius the conclusion i s *that; pouor of oomnitreial po-
l i e i e s to acc{il®rat6 devolopmant of poor countries i s l i ka l y 
to bo oxagseratod*^^ Protection i s sxcosslvely oxpfmsivsi 
has adverse a f f e c t s on exports and agriculture and l imi ts the 
oarry«>over o f f e o t e . iut despite a l l these adverse e f f e c t s 
some import-control i s inev i teble f o r developing countries* 
Thus the solution l i e s not in abandoning import-control eoffi-
p le te ly but by fflinifflising their adverse e f f e c t s and taking 
f u l l advantage of their bons f ic ia l a f f e c t s * This can be 
13 ns ier , I "The International Economies of Develop-
ment Theory & Pract ice . " p, 21, 
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achieved by having Btfonger and sound maoro-oconoraic p o l l -
ci« i i| Incpaaaing the af f io lanoy nT lmport--control8 by hawing 
saniiiblB import-licensing poXioiea, oimpls UcenBlng prooa-
dura, inoraaaing aqrieuXtural produdtivity and tha parfatfuancs 
of axport aoctor and etarofuXly planning for import-substitu-» 
t ian, Tliaro should b«j mare co-operation and co-ordination 
botuQon tho uiiriouc ayoncios In llconoing prooedurs and 
batUBen IndUfjtrla-l soctor and f inancial author!tias to avoid 
long-lasting under-aisplayijiant, unmnploymant and in f l a t i on . 
The f i s ca l and monetary pol ioias should sinoothan th® way for 
economio davsloptnenfe. And f ina l l y tha rooet important i s that 
there should do more SKtsnsiuu *'c5arry-over" ©f fact from i t s 
GXport-asctor to the rest of ths acorromy so 0s to have balanced 
grouth, grouth beinQ tranamitted from ono sector to the other 
60 that fchr. antira ecanowy i s propelled touards faster dawa-
lopmant« 
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32* Riui^ Vt t 
33, t 
34. 
3S« t 
S€* fi«ioii««Qftt n* s 
37» n. I 
. i 'Tosffign Xtmtim mnti NaUofiai 
Ceoiioiiy** Hail Yal* 
• I ty imZrn 
*'Cconofile Gtowtli ftiid Stxiifttitrtti 
turf Ctsftyt,* Oxfox'cf 
"TfAtfo i%U6y f o f QmvmXtipiml*^ 
Lonitofi, 1f66* 
£oiiM»iiie Pm^nnift mnd Foiiey in 
loping Cotmlfi«e«* All«fi A 
Uttwifi Utmdon, 
'^Tha XHmtf of Iftt«rfi«tion«X CfsofiOBio 
f^oUey** tfoi* 2« «tid Wiilfartt* 
" In t«rfl«ti ofl«l T r a i4 e and Onvaillll^ 
®«nt.«* H«rf»«r »fid 8ott» Yotkt 
*Th« Xfit»ftiaUon«l £oono«ies of 
iQpMiRi« TlWQVy sn^ f^tattties** 
and Hem, Maw Voi^f tSifi* 
"Ifiiitattiai Gioutli afi4 Uorl^ Tvada." 
Caativitfg* tinivavaity 
Ptaaa, I9i3. 
**Ttia thaofy of f'sotaetion «n<i In-* 
tamational Ttaia** Umilttii* P«S« 
Kin*, 1931. 
"Ccmaafiiffation in tntafnationai 
Ttada** Mtaiardaii* Itottti Hallantf 
l>ti^Uahing Co*, 1962* 
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38. fltttsl»t| t flwory « f Inirnmmtimml 
C l l i « » K » i » h Sumy of mntam^ 
pttlNnry eiiofioMi^Sft 
SUMmtoii, 1949* 
39* B i l l , t **Pfiri«lfilti» o f PoUt l ea l Efsotiowy," 
40* S» I Cftioyiii»fii» and tfitofnatlaantti 
tt»tl«.« Nau Asls PublislilfiQ 
Hetil**, 
41 • Bylttt» H, t •PjfoUtftien Add Ceofitiaiie Ovvolopiofit,* 
In Hsrvufi aiTHl 0»C» Ifi* 
tmtmmtimml Trf^v thoory in • Oevsloptlng 
Uorldt Lonilony ttaoilllafi, 1963* 
42« Bfidmlf t "An lnt«'ffi«iion«l CtsonoiRy** Hfttp«ir ani 
^teanamin theory mn4 Mn^mtrn^hipmi 
nm^tmm*" ionioii, 
44« miiliM, t ^Pmttmtn o f Tr^do «fid OevolopiOAt." 
8 « « i l S IO^IMU , OKfonI, 19i2* 
. *tiito«fiiittion«i Coonotty »o«l Prnt^mmm 
fSsoitth*" Stttsond y i « l ( « o l l l.o««iit»* 
*So«# ^fotilaiw of Cttj^itcl F e m t i o f l in 
Uildot#oif«l«|i«<l ooiifiti ioo** Loeturos* 
Ooaiii» Oitford Ufiivofvlly Pfoos, 1974, 
47* OtlliU, B^ $ mmi ifw S«l«fioo of 
e«««yo in Hoiiotif of 6«itfriotf 
HdMi«lot on tiio o««KMion of Hio Attn 
Hitliwlay, Ronil m m t l f i m . 
4S« 
4S» 
3 1 ] 3 
48< 
SO, flifli«)ri»> 
t I^waAm Pi^lMmm of India*** 0«Dii, 
C»fie»pt f*iiliU«»tiA9 notmm, 19tt« 
I *tmmt4m m Mey Pol.i«y 
0«^ l f ip i «ni . ** U,ll« Man Voffc* I9 i4» 
t o f PQlifclcml Ceotioiiy mn^  
f«it«iio«i»** iondcm, Omnt^ 
iff CstOfiQisle 
fiiiQc tiftiii«»«ity P m « « I9ii}» 
t ^mu OirteUiifi* In India** t»ada 
sn Rfiatoiii y«y« 
Saivi, 
S3. Saitia, S« 
S4* Sifif^, A* 
S5« M H i ^ 
S i , Tmvla, 
tfora and Co. IHibliaftata 
Pvt. BmOiayt ifS4» 
i *'foraiQii Ttada attd CaciiKiiiiii Oeiraloii* 
•mtit o f m49t49mUpmi CoufittlM*" 
Aaia ^tiXia|iln9 Houaay Bwibay, 196S, 
1 "Ttada Poliaiaa and Coonoaie Oairaioii* 
•ant.** e«9fHmie in ioiitli 
Ptooaadifiga of Cmfwwmm twld 
liy eooAQMio AoaooiaUon at Kandy, 
Coyloft, flatHilllMi, St, A a f ^ Ptaaa, 
Umdoftt 1976, 
f **yaaltli of {laUoiia,** ad, by t M m 
Cannoii, tatidon tfnivataity Pvaaa, 
t "tHa Thaosy of Trada and PtotaoUon,** 
Narvatd Uni^vaiiy Pfaaa^ CanbridQay 
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ST. V«rtlk«r, U»S» 
S 9 « 
*CoiiMirtti«i Psiiey «fid ttrnmrnim 
O»v»ioimsnt in Xfictia." ttfm Ytitk* 
fvvdriek lfi«*» t9i9» 
^tflisvfiittiofiftl t»«cl« «nd Ctmncw&t 
Oewvlopgwfit** nmf094t 
"Studlns In thfi Thvovy of tn%mmm*^  
"l^tematlortsX Trsd* afitt Eeorumie 
CMnrtloiifftttfit*** tuattiivs dwHvof^ 
• t ttM HationaX Univsivity of 
Oxfotilt Clatstt^fi Ptsisf 19&3« 
a* t 
t * Alymdlx&f C«r« o i i iz l "Bfi t«]Sort I f i t « f i « i ty df Xsftpott 
StlHaiittiilafi*" Kyklos, \toU l a , 
3« AtP|il«y«rd, (l.d* t *T»nt« ef Tt«d« ami Cecmemic Oav«» 
lttPitilt« K altfiiy of Xiiiilia** 
m U tVlI f• nay, I9gt« 
Atkifiaafi, S mn4 6tf»ith tiiidat 
eandiUofia af Stagnant Cxportf^aamlngaf 
V&U llovaMNir, 1989* 
4, Batdtian, s "Culafnal Ctttnoaiaa, Coonoaia 
lopwnt and tha tli«offy of ^totooUam*" 
8«C«I>« ¥ol« IS, Ho. flafOli, f9C4« 
420 
S« Pm 
t * Sftl^ldfty 
8» arwt^ftti 
10* 
11. 
12* * « 
13* fitiMISy H, 
(^itkvt Oi»«qttiiililfim 
ftmotf ef PmUmUm** tt«v# 
riccx. Qmthi^  19S4« 
nevMwntti ifi of 
Hay* $$f$t pp* 
'*Siitt«iittiiQmii Tmeti an^ E:«omiiiie 
*6iKiti|tt, T«i«ii of Tfntf* «ft«l Cmummwmil^  
trnmoAm XiitvffiaUtifi*!.* 
StiftMitt f 
Tmdii Sid Cttonoait.® En* 
fMifi«ii^«« Vol* xuixs. tmm* 
Pur* tttaety of X»to«fwUofi«t Ttodo 
• oumy** £«9mi«i« 3oiiin«l» r4« 
•uami, I «*D||M«%iO ^OtOVtlOilSg 
Toriffo oiiii Thooty of OHUMMI Sfili« 
39ll«fl«l .^ f f^oUUMi CoofiflMi^ * 
Vol* t1« foil. t9i3, PH. 
**rotoiQfi Tt «d« A M o l o n t o t anii 
fiAtiomil rv«fioiil«iil.0fi ef 6fo4i«li** Coo-* 
fWMtfieo* Voi* 24(3}« M y 
223-27* 
421 
14* CiiiMietfi««» A«K« t *Tf«ito sfid Caonovtc D«v«lof»iw«i%** 
Kyielo*. Vul* XIII» pp* 
18« • IntSf fwUonal Ttudv Sfid CtoiKHii* 
asvvio^wMit*" Cfitofioitioa* 
16» , ^ . *flwi CofitvitittUQfl o f IntatiiaUoniiS. 
t f t ^ to Csortoiiio ttv^elopmrntm^ if* 
Stiuihofi end Charl«« 3« 
MsXftli ( • f i « ) « £9ftiifiiiis Q»tMiiiiMR*fit, 
sq^ PiNMiiMf Pfontieft 
Hsu 30ihMyf 19T0* 
I t * 0 t i « l tU , i * & A. I i^tfeaHbiiiUttii f m t 
IntULm t^tpmm PayMint 
fmv^m tt«d0 Sttly-Si^t* 19ft9| 
I t * Ger<l«fi» y*fl« I • T « r i f r « » m^aittiift mn4 » f 
£cMmoiii«i, Atieuti 19S?* 
I f , 0«y ]r i « « « t amt P«litt&«« mtf 
Ca»fio»i« OsvviofMMfitt 2 daoaHtta e f 
mmMnti 
PavtiM 4 S. t * T « f l f f » mmtm UmUm 
• • RAtfviitf* VliiitiiiQ ^avlees «iKNit <«>* 
tfcrisiMty." tfol. 6t » !«<}• t * 
1971» p p . 9 t M 1 * 
2t, riafidvrvv t *#f«t»i««li pn Ptp^nUtttAmi An Cva-
lii«%iofi«* e « m « i t t 3oif f f i « l « ^mm 
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22. rUidfid, t 
23# f INIMM^  p X « 
24. 
2S* ciftor* ^ • 
28« Goilllt K.K* i 
27, it«tMirl«r» 0«V« $ 
2t* M«tli««iMitf A»C«I 
29* ttarti i^, t 
SO* NMAtlt t 
St, M« 
l e s » fvoM s«s t t le t lonf t , " 
C«omifliie« Zfit»iii«Uonftl« CMMVM* Vol, 
* ts «u » » N f o v * Cofifiif«fio»«** 
m T»« { l « and n«tfaio!»«* 
mmu^ rot « l im ftffaiw, l §e? , 
*tii^ftet of Ctt{iit«I Iffi0«rta mn tH« struv* 
l»mi CoyfitHvs*^ ^fUlom* 
22, 1969, xm* 
roir « i^ Cri » i » imivr Ifidli«*« 
f i v « ^lamt,** Indistn UQommX of 
mittift*. Vol, 39« Ost, 191^, 
''Tho tml9vm%m of eloanitsil. Th»ory tmisr 
wirf«ffi ^militioiui," ftfCiiH, Vol, Xi.X1l» 
Kay, 19S4, S43->51, 
itftt^liiiMX ciifitoai^ to ttie PrstelM 
« f iKfiort OaiMiitf,'* tfol, 43, 
%xt6fii«l. » • m Cntifia of Gcoutlt,* 
Coofioiiioe liilaviiaUoiiaio (Conovo). Vol., 
foil, 19«1, HP, 9 M t 8 , 
of ooniuffpticiii in 
Ifitfia,* Xfi«|iaft CoofioaiQ "^tvioti, Vol, 
19i7, pfi, 49S«98« 
*Tlio •Itnlfisoiio* of trio Pum Thooiy of 
lotoifiotiofiai Tcodo fof ouplolAliii fo* 
foign Tto4o in P m t r ^ t l^otloi** tl«i 
Gotttofi Eoofitele tfol, i , iHi« 2« 
8 9 8 
32* Hii9li««y 3«fl«T» i *8«l«fiii«d Cnen^e Gfoufli in mfttoiiy « 
« «*lkiiill®.«' A.C.R, Vol, XUX, «iiy 
1919« 
33* IkMWMt I "The sffeot of oeofiomle gfoutft on tiMi 
Il»n«il4« ftit VaJl, II« 
It«y 19gf# 
34* 3aliii«iifi« t *T«vifftt 9nif E«»fta«lo 
T! iwir «Ue« l 3owi»t«l of 
0«lt«l9|HM»flt Storflfi®* I9i4| 
pfi« 5^30 # 
3S* ^ , iK»d«l nf Ptotsetlon »ntl 
Rm/iPW of CfltittO«le 8tui f l « « » 
33* April If86, PI?* 159-63. 
36« Ktt«titi»M, t «li»efi«»» foriiJlgri lfi thm 
of CeofifHiiie O»v«lo|niittfi%«* lfifii«ii 3«ttf-
ml of Cooneities* 3tily 
iC«IJot, » • I » o t « Tariff «nd T«f i » « of 
CoofionicB* 1940, 
St* X4iritlaI^•» I floX* of IntOfOttUofial C«olt« l . 
flovoMooto m4 ll«Uon«l CoMtoiito Gvowtti,* 
Effifiottiott Iiitofti«tlon«lo» llo¥* I f i i * 
39« n»C« *Tho Gains frea Iiittttfi«tlon«l Trcite 
and InvaatiMMfii,* Sofii* 19t6* 
4S« U m o t o t y K* t »Tho Ho#c9fiti«v»!lliiifi tf«do noitol s 
a Sflo»»itl« Tfootoont*" Ceononioa, 
fob* 
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42, y i i t i i , 3.c:« 
4S« l^i<fWlil«» a« 
4t, Um» Aitofi 0« f •i»r«f«tiMitittt T«ti f f8 fftV tti« U»C*ii t 
SoM Pfifiolfil«« »nti 
s *Th» erf«e%« of T » r l f f « on PYo4itttUofi« 
CmwmpHnn aitd Tt«d« I m ftsyiat^ «iii«« 
fill* 61« Harell, 1971« 
i en DMMMfeiai iNiiisiM f>f 
itov«io|Hiil f N ^ t t i M * * * Ceeitoiilfftt Intsv* 
iwtifittai** 19Si« 
44* fl«tsi«t> t *r«]dLff«« Tft« TttfSS of f t «d « on^ Clio** 
tdtiytitifl of Molioruii Inootto*" ^yf i io l 
of ^l&idofti t&momfm 1149* 
I «Tho Moi^elior^tiUii TtiooM, toon* 
U « f Pofotfox sfitf of CoofH^a 
Ctowlil*" Vol. 9oo* 196i« 
p. «T. 
I *T9HI f»t»ro Thoofy of XntoxiiatioAol Tv«io»« 
**lilt«fiioUon«l Tfodo ofN fool^t HotilUty** 
iSStt pfi. 
I ftwi Iii«*tfi»ildii«l Tfoito im4 
Sooktiof^ ao«iii«ti»v»" f ^ i i M of Coonoaio 
S M l o o * 
"tlw olooolotti ttHooty of Inlo i f iot ie i iot 
Tfoio m* uM^tdovoloiiort ooimttioo** 
€mmmim J o u m o l , I t S i y f m « 
m 
4i» rauA^Ui 
4t* flyiiit 
4 9 » 
4 0 0 
S8» M « « ^ « t f K, t *dMMwa« UsttCHtfM CMt in Indisfi tnOm^tfm*' 
tmmmim & f^UUml tAMiHtr, 
SI. i^««ltiiiwifi» 3«fl« t ^nm rmwm nf tmm m* lfi» NttUomil 
tmmmrn* Vol* 2* ^hm 19BSt PP« 
i a * PmrnrnUt i "Pi j^mii^ f o r tmrnfuw^urnumm 
^xm atttKi'delAQlsfti am Suptrletti i tMit l t » « " 
Miirmtt* 9m 1IWf» 
mf f:rr««tft «fi«i mf 
* mmlfmimt* Intfiaii 
CcMMMHiie R«iriMi» 
Si* PwwStimin^ t "CoMttfi^sl Pttltey ipr fv t i lmi t jp i i wmm<» 
mm^^ i t i ® , as i - t3 , 
W&m ^IY«rf t Cfoutil inii TMMW of TM^*** 
t i l l * I t i f i^ 
Sft* at f f f « »^« u^u t U t m of Tfi iM in iowniaoo** 
tho iltlfoto Coofioiiiot. ttlV, 
• f * ft ftoikoty t « i i m « « l « Coot 
tmUm^im of T to^ UmmAm 
ofitf PiiUUooi UooKly* il*r# ^ W f 
• • » m f f tn^ t " tO f l f fO fiitoHHKlislo &o»tfo Ofld OOMOUO 
f»f0%»0U0ll«* A«e*f(« Vol* t » » SUMO, I M t t 
sooiiot t * r o t o i « i TtoiMi MMi coonoiiio e i^mn,* 
f o i ^ o o ttoilo I I ito* 
426 
StsiWi t * T « H f f « mnA eifMir wmmmtmm of 
Cotntttti* A m m f o f 
%itisf»ai of tmmomi9 
Riili«tllioilt I *Th« theory of f^dtt ioUv* Tfotfo 
Pw—tim^* ^^t^K tfoi. 19iS, 
fit« t ^Tfw nistf it i ttt ioti o f QOIHO botwoon Innoo* 
U m 8ovtayi(»f iKiiifiltioo*'' 
Hoy 
tfesno* f r o f o i « i ttoilo t A 
f o t t l s i t Tfodo tfol* XI* Ho* 
e « m f i i T i i r f t i t , i f m i ^ , m mnm * 
t « t m t w l S ^ U o t i o o i Offttnlootioti (Koy 
Stotistiool ^otfttot of IrnSia ami RoaiM-y Abottaoi of 
Stofciotioo* V«tioii« i»«tio«« 
of CoiKMiteisi tfi%0i.UQ0iie« ofui 
( a o i ) , nenHily, Su t i oUoo of feho rotolQii Tt«et« of 
M i l l * Vofiotto iositoo* 
3« Pofi^, t »0«ta on tHo Ifiniofi CooiiOMy*" 
Tho rot4 fmmimUmt Now Qoifii, 19tll« 
4* tltotlol&OO ofii Stttvoy Oivioioiit Plonnifig Coooisvion, 
i loIHi. 
S« toolo StoUoUoo F^oXoUng to tho IMiaii tmonornfm 
tfsffiouo iooifoo* 
« » tl,tl» noiitlliy fttflXotlii at St « t iot i «o* #o»ioyo lootioo* 
y, ymtm* nm^fMn of U ^ m m U m m i tvoHo ooii Oovoioii* 
M i t o l 9totiotloo« 1971 Puiillootiaii ioloo fl«« 
c/r^ it ii.3)* 
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S« %uVkmmi I S U U « U « a i Outlimi of Imfian Ciwiioiiy t9i8» 
of India** IttlXoUfi on tatt^mf tm4 finsiiM, 
yttfioua iaeiiaa, 
itauclai 
radaraUoft df Indian GhmMrnm ef Cwnnanui and IfMlti«tvy 
(r iCCt) , *Iiiipof%8 and tnittstfial Oavalopnmt** 
Sanaai* 
2« hl&G tmmnitt Raviaii t *latfioirt U b a t a U a a U o n * * MmmtmU^ 
PmU^  3ttly 1966« 
3« AXO: CoetioiRifi Raviai# t SutMiti&uiiiifi and ^ a 
Xtidian Caonoiiiy.* f^itala fl*i* 3iiilft 19ifi» up* 
4» tflfCTA0 s *T&tmlqn Tmtda and OavalepiAQ C«tfiittiaa« Praa* 
tiaal U«{9» Vla«hifi«»y waittad*" Hariarv Clayalandy 
1964* 
5* •• *«aUona t SanaraUaad aya%«n of Pyafaraiiea* t 
CuwilaUtfa U a t of Oomaiita** (Ganavat tl«M* 
'^ oi'ojffe of %aoial Comiitt** cm Prafataneaa on 
i i a S i x ^ Saaaion, (T0/t/C9(VX) fliii«« 2* &£ 74* 
7. tMCniO GSP t •Ruiaa of oc&olfi» plya addanda 197^ & 1974* 
(70/8/40^99 and add« 1*23)« 
a« 6A7T« "Trando in Ifitatnailonal ttoio** A oy 
a Panai of exports, 1956. 
nutomalloiial Ttado 1961 Ummwm t9i2^# 
18. •Sntoiswational Tvado 19«« Canova 1fi7« 
4 0 
11. CATT, "International Trad® 1967 G^nawa 
, "O i f f e rant ia l Treatment', for nsvaloping Countrina 
in tho f i i i ld of safoguordp,* GMTT Ooeument, 
nFN/30/5/f«b. S, 1975, 
13* Govrsmroant of India (GQI)» Plannino Cosmican . F i rs t 
to F i f th Plnnr. Neu '^^rlhi. 
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